UNI TED STATES DI STRI CT COURT
EASTERN DI STRI CT OF NEW YORK

THE EUROPEAN COMMUNI TY,

acting on its own behal f and
on behal f of the Menber States
it has power to represent,

Plaintiff,
- against -

RIJIR NABI SCO, | NC., : COVPLAI NT
R J. REYNOLDS TOBACCO COVPANY

R J. REYNOLDS TOBACCO | NTERNATI ONAL, | NC., : JURY TRI AL
NABI SCO GROUP HOLDI NGS CORP. DEMANDED
RIJIR NABI SCO HOLDI NGS CORP. , :

R J. REYNOLDS TOBACCO HOLDI NGS, I NC.,

JAPAN TOBACCO, INC., individually and as :

successor to R J. Reynol ds Tobacco Docket No:
I nternational, Inc. :

and its affiliated entities,

PHI L
PHI L
PHI L

| P MORRI' S | NTERNATI ONAL | NC. ,

I

I
PHI LI

I

I

MORRI S COMPANI ES, | NC.,
MORRI S | NCORPORATED, d/b/a
MORRIS U. S A,

MORRI S PRODUCTS, INC., and
MORRI S DUTY FREE, | NC

PHI L
PHI L

T TUVTTUTTUVTDO

Def endant s.

Plaintiff, THE EUROPEAN COVMUNI TY, acting on its own
behal f and on behalf of the Menber States it has power to
represent (hereinafter referred to as "THE EUROPEAN COVMUNI TY"

or "PLAINTIFF"), by and through its undersigned attorneys, for



its conplaint against the Defendants, RIR NABISCO INC , R J.
REYNOLDS TOBACCO COVPANY, R.J. REYNCLDS TOBACCO | NTERNATI ONAL,
I NC., NABI SCO GROUP HOLDI NGS CORP., RIJR NABI SCO HOLDI NGS CCRP.
R J. REYNOLDS TOBACCO HOLDI NGS, | NC., JAPAN TOBACCO I NC.,

i ndividually and as successor to R J. Reynol ds Tobacco
International, Inc. and its affiliated entities (hereinafter
collectively referred to as "RJR DEFENDANTS" or “RJR’), PH LIP
MORRI'S | NTERNATI ONAL I NC., PH LIP MORRIS COWANI ES, INC., PHLIP
MORRI S | NCORPORATED, d/b/a PHILIP MORRIS U.S. A, PH LIP MORRI S
PRODUCTS, INC., and PHILIP MORRI S DUTY FREE, INC. (hereinafter
collectively referred to as "PH LI P MORRI S DEFENDANTS" or

“PH LIP MORRIS”), alleges as follows:

. I NTRODUCTI ON

1. This is an action by the Plaintiff, THE EUROPEAN
COVMUNI TY, agai nst the Defendants for violations of the
Racket eer I nfluenced and Corrupt Organizations Act of 1970,
Title 1 X of the O ganized Crine Control Act of 1970, Pub. L. No.
91-452, 84 Stat. 922, codified at 18 U.S.C. 88 1961-68 (“RI CO),
arising from Def endants’ involvenent in organized crine in
pursuit of a massive, ongoing snuggling schene. Defendants have
engaged in a pattern of racketeering activity, including but not

limted to noney |laundering, wire fraud, mail fraud, and acts in



violation of the Travel Act, and by such conduct, are invol ved
in the very type of organized crine that R CO was designed to
eradicate. In addition, Defendants have commtted, and continue
to commt, acts that constitute negligence, fraud, unjust

enri chment, public nuisance, negligent m srepresentation, and
conspiracy to commt such torts. The conpl aint seeks noney
damages, as well as injunctive and equitable relief.

2. The Def endants have on a continui ng basis,
directly and indirectly, facilitated the snmuggling of cigarettes
illegally into THE EUROPEAN COMMUNI TY in violation of United
States | aw and common |aw, as well as custons agreenents between
the United States and THE EUROPEAN COVMUNI TY, for the purpose of
injuring the economc interests of THE EUROPEAN COVMUNI TY, while
increasing their profits and market share in THE EUROPEAN
COVMUNI TY, enhancing the value of their tobacco operations, and
expandi ng the worl dwi de market for contraband cigarettes.

3. Treati es and agreenents between THE EUROPEAN
COMMUNITY and the United States, including the Agreement Between
the United States of Anmerica and the European Conmunity on
Cust ons Cooperation and Mutual Assistance in Custons Matters
(1997), specifically confirmthat there shall be reciprocal
cooperation between the United States and THE EUROPEAN COMMUNI TY
regardi ng governnent efforts to conbat transnational crine and

custonms fraud. These treaties and agreenents al so confirmthat



the United States and THE EUROPEAN COMMUNI TY have a unity of
objective in insuring the accurate assessnent and coll ection of
custons duties and other related fees and charges. The United
States and THE EUROPEAN COMMUNI TY have determ ned that smnuggling
operations in breach of custons agreenents and existing |law are
harnful to the economic, fiscal, and commercial interests of
both the United States and THE EUROPEAN COMMUNI TY and,
accordingly, it is to their nmutual benefit to elimnate and
remedy the effects of such operations.

4. As a direct result of the illegal acts and course
of conduct of the Defendants, THE EUROPEAN COMMUNI TY has been
injured in its business and property. THE EUROPEAN COVMUNI TY
has | ost, and continues to |l ose, billions of dollars, including
t he deprivation of custons duties, fees, taxes, noney, and
property by reason of the Defendants' schenmes to snuggl e vast
shi pnments of contraband cigarettes and ot her tobacco products
into THE EUROPEAN COMMUNI TY. These schenmes al so harm THE
EUROPEAN COMMUNI TY by suppl anting sales of lawfully sold
cigarettes on which duties, noney, and taxes woul d have been
paid to THE EUROPEAN COVMUNI TY.

5. Through actions undertaken in the United States
and el sewhere, the Defendants have conceived, directed,
controlled, and inplenmented an international conspiracy to

defraud the Plaintiff and deprive it of noney and property, in



order to increase their profits and market share, enhance the
val ue of their tobacco operations, and expand the worl dw de

mar ket for contraband cigarettes. By neans of actions in this
District and el sewhere, Defendants created and exploited a

sophi sticated and cl andestine smuggling enterprise for their
respective tobacco brands that operates throughout the world and
wi thin THE EUROPEAN COMMUNI TY. This international schene has
har ned, and continues to harm the econom c interests of many

governnments, including THE EUROPEAN COVMUNI TY.

I'1. PARTIES

6. The Plaintiff, THE EUROPEAN COVWUNI TY, is a
governnental body created as a result of collaboration anong the
majority of the nations of Western Europe, nore specifically,
Austria, Belgium Denmark, Finland, France, Gernany, G eece,
Ireland, Italy, Luxenbourg, The Netherlands, Portugal, Spain,
Sweden, and the United Kingdom Pursuant to the Treaty
est abl i shi ng THE EUROPEAN COMMUNI TY, as | ast anended by the
Treaty of Ansterdam (1999), Article 2, THE EUROPEAN COVMUNI TY i s
vested with the responsibility "to pronote throughout the
Communi ty a harnoni ous, bal anced and sust ai nabl e devel opnent of
econom c activities, . . . a high |level of protection and

i nprovenent of the quality of the environnment, the raising of



the standard of living and quality of life, and econonic and
soci al cohesion and solidarity anong the Menber States.” THE
EUROPEAN COVMMUNI TY has certain |l egal rights and
responsibilities. Pursuant to Article 281 of the Treaty

est abl i shi ng THE EUROPEAN COMMUNI TY, THE EUROPEAN COVMUNI TY has
| egal personality. Pursuant to Article 282 of the Treaty

est abl i shi ng THE EUROPEAN COVMUNI TY, THE EURCPEAN COVMUNI TY
possesses the nbst extensive |egal capacity accorded to | egal
persons under the |aws of the Menber States, and it may, in
particular, acquire or dispose of property and may be a party to
| egal proceedings. In such instances, THE EUROPEAN COVWUNI TY is
represented by the European Conmmi ssion. Pursuant to Article 280
of the Treaty establishing THE EUROPEAN COVMUNI TY, THE EUROPEAN
COMMUNI TY has the duty to counter fraud and any other ill egal
activities affecting the financial interests of THE EUROPEAN
COMMUNI TY t hrough neasures which shall act as a deterrent and be
such as to afford effective protection in the Menber States.
Anmong the legal rights of THE EUROPEAN COWUNI TY is the right to
hold a |l egal or beneficial interest in property and receive
nmoney arising fromthe sale of tobacco products within THE
EUROPEAN COVMUNI TY. Specifically, THE EUROPEAN COVMUNI TY and its
Menber States require that the inporters of cigarettes pay
custonms duties and val ue- added taxes (VAT) in connection with

the inportation of cigarettes into THE EUROPEAN COVMUNI TY.



These custons duties and the right to receive them are the
property of THE EUROPEAN COMMUNI TY. The val ue- added taxes, and
the right to receive them are the property of THE EUROPEAN
COMMUNITY and its Menber States. Smuggling is a neans of

avoi ding these legally required paynents and causes injury to
the property of THE EUROPEAN COVWUNI TY and its Menber Stat es.
THE EUROPEAN COMMUNITY is represented in the United States by a
Del egation in Washington, D.C., with offices at 2300 M Street,
NW Washi ngton, D.C. 20037. The Del egation has full diplomatic
privileges and immnities, and the Head of the Delegation is
accorded full anbassadorial status. THE EUROPEAN COMMUNI TY has
al so established an office in New York, which has served as a
Del egation to the United Nations since 1974 and is |located at 3
Dag Hammar skj ol d Pl aza, 305 East 47th Street, New York, New York
10017.

7. RIJR NABI SCO, INC. was a Del aware corporation and,
according to public records, has maintained its principal place
of business at 1301 Avenue of the Americas, New York, New York
10019-6013. During relevant tines, RIR NABISCO, INC was the
parent corporation of R J. REYNOLDS TOBACCO COMPANY and has
participated in the sale and manufacture of cigarettes and ot her
t obacco products both individually and through its agent and
instrunentality, Defendant R J. REYNOLDS TOBACCO COWVPANY, and

related entities and ventures. RIR NABI SCO, | NC. assumed an



active role in the tobacco business and has treated the tobacco
busi ness as a departnment or division of RIR NABI SCO |INC. At
tinmes pertinent to this conplaint, RIR NABI SCO | NC.,
i ndividually and through its agents, subsidiaries, divisions, or
affiliated conpanies, or ventures, materially participated in
t he operation and managenent of RIJR s snuggling enterprise, and
materially participated, conspired, assisted, encouraged, and
ot herwi se aided and abetted one or nore of the other Defendants
in the unlawful and fraudul ent conduct alleged herein, all of
whi ch has affected foreign and interstate conmerce. Upon
information and belief, based on RIR s public filings, RIR
NABI SCO, INC., was renamed R J. REYNOLDS TOBACCO HOLDI NGS, | NC.,
a Del aware corporation, and is now a direct, wholly-owned
subsi di ary of NABI SCO GROUP HOLDI NGS CORP. During rel evant
times herein, RIR NABI SCO | NC , has conducted continuous and
systematic business in the State of New York, maintains a
substantial financial presence in the State of New York,
utilizes offices of its own and of its affiliated corporations
in New York, and is otherwi se subject to the jurisdiction of the
courts in the State of New York.

8. R J. REYNOLDS TOBACCO COVPANY is a New Jersey
cor porati on whose principal place of business is |ocated at 401
North Main Street, Wnston-Salem North Carolina 27102. At

times pertinent to this conplaint, R J. REYNOLDS TOBACCO



COVMPANY, individually and through its agents, subsidiaries,
divisions, or affiliated conpanies or ventures, materially
participated in the operation and managenent of RJR s snuggling
enterprise, and materially participated, conspired, assisted,
encour aged, and ot herwi se ai ded and abetted one or nore of the
ot her Defendants in the unlawful and fraudul ent conduct all eged
herein, all of which has affected foreign and interstate
commerce. During relevant times herein, R J. REYNOLDS TOBACCO
COVPANY conducted conti nuous and systematic business in the
State of New York, maintains a substantial financial presence in
the State of New York, utilizes offices of its own and of its
affiliated corporations in New York, and is otherw se subject to
the jurisdiction of the courts in the State of New YorKk.

9. R J. REYNOLDS TOBACCO | NTERNATI ONAL, INC. is a
Del awar e corporation whose principal place of business is Chenmn
Rieu 14, CH 1211, Geneva, 17 Switzerland. At times pertinent to
this conplaint, R J. REYNOLDS TOBACCO | NTERNATI ONAL, | NC.,
i ndividually and through its agents, subsidiaries, divisions, or
affiliated conpanies or ventures, materially participated in the
operati on and managenent of RJR s snuggling enterprise, and
materially participated, conspired, assisted, encouraged, and
ot herwi se ai ded and abetted one or nore of the other Defendants
in the unl awful and fraudul ent conduct alleged herein, all of

whi ch has affected foreign and interstate comerce. During al



rel evant tines, R J. REYNOLDS TOBACCO | NTERNATI ONAL, | NC.
conducted continuous and systematic business in the State of New
York, maintained a substantial financial presence in the State
of New York, utilized offices of its own and of its affiliated
corporations in New York, and is otherw se subject to the
jurisdiction of the courts in the State of New York

10. RJR NABI SCO HOLDI NGS CORP. is a Del aware
corporation whose principal place of business is 1301 Avenue of
t he Americas, New York, New York 10019-6013. During al
rel evant tines, RIR NABI SCO HOLDI NGS CORP. was the parent
corporation of RIR NABISCO [INC. On June 14, 1999, RIR NABI SCO
HOLDI NGS CORP. changed its nanme to NABI SCO GROUP HOLDI NGS CORP.
NABI SCO GROUP HOLDI NGS CORP. is a Del aware corporation whose
princi pal place of business is 7 Canpus Drive, Parsippany, New
Jersey 07054-0311.

11. On June 14, 1999, RIJR NABI SCO HOLDI NGS CORP.
di stributed all of the common stock of its subsidiary, R J.
REYNOLDS TOBACCO HOLDI NGS, INC., to the shareholders of RIR
NABI SCO HOLDI NGS CORP

12. a. During all relevant tinmes, these hol ding
corporations participated, directly and indirectly, in the sale
and manufacture of cigarettes and ot her tobacco products through
their agent and instrunmentality Defendant, R J. REYNOLDS TOBACCO

COMPANY, and related entities and ventures. These hol ding
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corporations assuned an active role in the tobacco busi ness and
have treated the tobacco business as a departnent or division.
At times pertinent to this conplaint, these holding
corporations, individually and through their agents,
subsidiaries, divisions, or affiliated conpanies or ventures,
materially participated in the operation and managenent of RIR s
smuggling enterprise, and materially participated, conspired,
assi sted, encouraged, and otherw se ai ded and abetted one or
nore of the other Defendants in the unlawful and fraudul ent
conduct all eged herein, all of which has affected forei gn and
interstate commerce. During relevant times herein, these
hol di ng corporati ons conducted conti nuous and systenatic
business in the State of New York, maintained a substanti al
financi al presence of their own and their affiliated
corporations in New York, and are otherw se subject to the
jurisdiction of the courts in the State of New York

b. The RIJR DEFENDANTS are and were, during al
rel evant tinmes, involved in directing, managi ng, and controlling
smuggl i ng operations within THE EUROPEAN COMWUNI TY. At al
times pertinent to this conplaint, the RIR DEFENDANTS,
i ndi vidually and through their enployees, agents, joint
venturers, co-conspirators, subsidiaries, divisions, or
affiliated conpanies, actively directed, managed, and controlled

the RIR snmuggling enterprise, and actively parti ci pated,
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conspired, assisted, encouraged, and ot herw se aided and abetted
one or nore of the other Defendants in the unlawful and
fraudul ent conduct alleged herein, all of which has affected and
continues to affect foreign and interstate comrerce in the
United States.

c. The RIR DEFENDANTS are and were, during al
relevant tines, responsible for the acts and om ssions of their
enpl oyees, for acts undertaken within the general area of their
authority and for the benefit of the RIR DEFENDANTS. As all eged
herein, the RIR DEFENDANTS were central figures in the overal
conspiracy that actively enbarked on and extensively
participated in the fraudul ent schene. By neans of corporate
policies that put RJR DEFENDANTS' resources and strategy at the
heart of the conspiracy, the RJR DEFENDANTS were aggressor
entities that acted to harmthe economc interests of the
Plaintiff.

d. The RIJR DEFENDANTS, during relevant tines,
have adopted a "worl dwi de" policy that purports to exercise
control of the activities of its enployees, as well as those of
its direct and indirect subsidiaries. Under this policy, which
is said to be nonitored and enforced by RIR s Audit Committee,
RJR DEFENDANTS have undertaken responsibility for the acts of
t he enpl oyees of the RIJR DEFENDANTS, wherever taken, including

acts related to snuggling activities wthin Europe.
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13. The foregoing RIR corporations, as well as their
affiliated entities, ventures, and successors, including JAPAN
TOBACCO, INC., are and were, during all relevant tines,
affiliated, consolidated, conbined, and unitary entities for
pur poses of tobacco operations and related activities. Tobacco
operations were departnents within the RIR corporate famly.

The RIJR DEFENDANTS nmi ntain control of tobacco operations
wor | dwi de through a web of affiliated entities and joint
ventures. This corporate structure was an essential aspect of
RIJR s successful efforts to surreptitiously direct tobacco
smuggling in THE EUROPEAN COMVUNI TY.

14. JAPAN TGBACCO INC. is a Japanese corporation
with its principal place of business at 2-2-1 Toranonon, M nato-
ku, Tokyo, Japan.

15. On or about March 9, 1999, JAPAN TOBACCO entered
into a purchase agreenment with R J. REYNOLDS TOBACCO COMPANY and
RIJR NABI SCO, INC., and it purchased certain assets and
properties fromRIJR, including certain international operations.
Under the purchase agreenent, R J. REYNOLDS TOBACCO COVPANY and
RIJR NABI SCO INC. agreed, jointly and severally, to indemify
JAPAN TOBACCO, INC. for liability arising out of or incident to
clainms for recovery of, anong other things, custons duties or
ot her |ike assessnment or charge, through proceedi ngs agai nst RIR

entities. The agreenent was negotiated and consummated in New
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York City, and JAPAN TOBACCO, INC. is subject to the
jurisdiction of the courts in the State of New York.

16. PHI LIP MORRI'S | NTERNATI ONAL, INC. is a Del aware
corporati on whose principal place of business is |ocated at 800
West chest er Avenue, Rye Brook, New York 10573. PH LIP MORRI S
| NTERNATI ONAL, INC. is a subsidiary of PH LIP MORRI S COVPANI ES,

I NC. The Defendant, PHI LIP MORRI S | NTERNATI ONAL, INC., is a
citizen of the State of New York. During relevant tinmes, PH LIP
MORRI S | NTERNATI ONAL, INC. acted with and through its affiliated
entity and instrunentality, PH LIP MORRIS DUTY FREE, | NC.

PH LIP MORRI'S DUTY FREE, INC. is a Delaware corporation with its
princi pal place of business at 800 Wstchester Avenue, Rye

Br ook, New York 10573-1301.

17. PHLIP MORRIS COWPANIES, INC. is a Virginia
corporati on whose principal place of business is |ocated at 120
Park Avenue, New York, New York 10017. The Defendant, PHILIP
MORRI S COWANI ES, INC., is a citizen of the State of New York.
PH LIP MORRIS COWANI ES, INC. is the parent corporation of
PH LIP MORRIS INC. and PH LI P MORRI S | NTERNATI ONAL, INC. During
all relevant tines herein, PH LI P MORRI S COVWAN ES, | NC.
conducted continuous and systematic business in the State of New
York, maintains a substantial financial presence in the State of
New York, utilizes offices in New York, and is otherw se subject

to the jurisdiction of the courts in the State of New York.
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18. PH LIP MORRI'S | NCORPORATED, d/b/a “PH LIP MORRI S
US A", asubsidiary of PHILIP MORRIS COWAN ES, INC., is a
Virginia corporation with its principal place of business
| ocated at 120 Park Avenue, New York, New York 10017. As such,
t he Defendant, PH LIP MORRI'S | NCORPORATED, is a citizen of the
State of New York. PHI LIP MORRI'S | NCORPORATED conduct s busi ness
under the trade nane “PH LIP MORRIS U . S. A ” and is engaged,
along with its subsidiaries and affiliates, in the manufacture
and sale of cigarettes. It is the largest cigarette conpany in
the United States, and owns seven nanufacturing and processing
facilities in the United States.

19. PHLIP MORRIS PRODUCTS, INC., a subsidiary of
PH LI P MORRI S | NTERNATI ONAL, INC., is a Virginia corporation
with its primary place of business at 2001 East Wl nsl ey
Boul evard, Richnond, Virginia 23234. During all relevant tines
herein, PH LIP MORRI S PRODUCTS, |INC conducted conti nuous and
systematic business in the State of New York, maintained a
substantial presence in the State of New York, utilizes offices
in the State of New York, and is otherw se subject to the
jurisdiction of the courts in the State of New York

20. a. The foregoing PH LIP MORRI'S corporations, as
well as their affiliated entities, ventures, and successors, are
and were, during all relevant tines, affiliated, consolidated,

conbi ned, and unitary entities for purposes of tobacco

15



operations and related activities. Tobacco operations were
departnments within the PHILIP MORRI'S corporate famly. The
PHI LI P MORRI S DEFENDANTS nmi ntain control of tobacco operations
wor | dwi de through a web of affiliated entities and joint
ventures. This corporate structure was an essential aspect of
PH LI P MORRI S DEFENDANTS' successful efforts to surreptitiously
direct tobacco snuggling into THE EUROPEAN COMMUNI TY. This
consol i dati on was achi eved t hrough corporate directives fromthe
hi ghest levels of PH LIP MORRIS COWANI ES, INC., including for
exanple, a facsimle directive fromCeoffrey Bible, sent and
caused to be sent to several PM executives in the 1990's,
i ndi cating that “PM USA” and “PM” woul d work together as one
group in connection with the sale of Marl boro brand cigarettes.
b. The PHI LI P MORRI S DEFENDANTS are and were, during
all relevant tines, involved in directing, managing, and
controlling smuggling operations within THE EUROPEAN COMMUNI TY.
At all tinmes pertinent to this conplaint, the PH LIP MORRI S
DEFENDANTS, individually and through their enpl oyees, agents,
joint venturers, co-conspirators, subsidiaries, divisions, or
affiliated conpanies, actively directed, nanaged, and controll ed
the PHILIP MORRI S snuggling enterprise, and actively
partici pated, conspired, assisted, encouraged, and ot herw se
ai ded and abetted one or nore of the other Defendants in the

unl awf ul and fraudul ent conduct alleged herein, all of which has
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af fected and continues to affect foreign and interstate conmerce
in the United States.

c. The PH LI P MORRI S DEFENDANTS are and were, during
all relevant tines, responsible for the acts and om ssi ons of
their enployees, for acts undertaken within the general area of
their authority and for the benefit of the PH LIP MORRI S
DEFENDANTS. As all eged herein, the PH LI P MORRI S DEFENDANTS
were central figures in the overall conspiracy that actively
enbar ked on and extensively participated in the fraudul ent
schenme. By neans of corporate policies that put PH LIP MORRI S
DEFENDANTS' resources and strategy at the heart of the
conspiracy, the PH LI P MORRI S DEFENDANTS wer e aggressor entities
that acted to harmthe economc interests of the Plaintiff.

d. PHLIP MRR S COWPANI ES, I NC. has adopted a
"wor | dwi de" policy that purports to exercise control of the
activities of its enployees, as well as those of its direct and
indirect subsidiaries. Under this policy, which is said to be
nmoni tored and enforced by its Audit Commttee, PH LIP MORRI S
COWPANI ES, I NC. has undertaken responsibility for the acts of
the enpl oyees of the PH LIP MORRI S DEFENDANTS, wherever taken,

including acts related to smuggling activities w thin Europe.
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[11. JURI SDI CTI ON

21. Jurisdiction is proper in this Court pursuant to
28 U.S.C. 88 1331, 1337 because this matter involves allegations
of illegal behavior arising under the laws of the United States,
including violations of RICO. Jurisdiction is proper in this
Court pursuant to 28 U S.C. 8 1332 because the matter in
controversy exceeds the sumor value of $75,000 and invol ves
parties of diverse citizenship. Furthernore, jurisdiction in
this Court is proper pursuant to RICO 18 U. S.C. 88 1964(a),
(c)and 28 U.S.C. § 1651(a). The Defendants are “persons” wthin
the meaning of 18 U S.C. 8§ 1961(3). The Plaintiff is a “person”
within the neaning of 18 U.S.C. 8 1961(3). Finally, this Court
may exercise jurisdiction over Plaintiff's non-federal clains
pursuant to 28 U.S.C. 8 1367 as this Court possesses both

federal question and diversity jurisdiction.

V.  VENUE

22. Venue is proper in this Court pursuant to 18
U S.C 8§ 1965(a) because Defendants reside, are found, have an
agent, or transact affairs in this District. Venue is also
proper in this Court pursuant to 18 U S.C. 8§ 1965(b) because, to

t he extent any Defendant may reside outside of this district,
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the ends of justice require such Defendant or Defendants to be
brought before the Court. Venue properly lies in this Court
pursuant to 28 U S.C. 8§ 1391(b)(2). Venue is also proper in
this Court pursuant to 28 U.S.C. § 1391(d) because a foreign
corporation may be sued in any district. Alternatively, venue

is proper in this Court pursuant to 28 U.S.C. 8§ 1391(a)(2).

V. THE | NTERNATI ONAL SMUGGLI NG SCHEME: OVERVI EW

23. Beginning in the late 1970s and conti nui ng
t hrough the present day, the Defendant corporations, in
conducting one of their primary businesses of selling tobacco
products worl|l dw de, have | aunched and conducted a consistent and
concerted canpaign to increase their respective market shares in
the countries in which their products are sold.

24. To acconplish this end, the RIR DEFENDANTS and
PH LI P MORRI S DEFENDANTS have actively engaged in snuggling
activities and conceal ed such conduct through illegal acts,
i ncl udi ng noney | aundering, wire fraud, mail fraud, and other
violations of United States |law. Def endants have controll ed,
di rected, encouraged, supported, and facilitated the activities
of snmuggl ers. Defendants have col | aborated w th snuggl ers,
encour aged snugglers and, directly and indirectly, sold

cigarettes to persons and entities who they know, or had reason
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to know, were snugglers. By such acts, anong others, the

Def endant s enbar ked upon and pursued a schene to snuggl e
cigarettes on a worldw de basis, including into and within THE
EUROPEAN COVWUNITY, in order to deprive the Plaintiff of noney
and property, while increasing the sales of their products,
profits, and market share, and enhancing the value of their

t obacco operations. The RIJR DEFENDANTS and the PHI LI P MORRI S
DEFENDANTS have engaged and continue to engage in snuggling
schenmes by whi ch snuggl ers and noney | aunderers in Europe,
Panama, the Caribbean, Col onmbia, and the United States

col l aborate wth the Defendants for the purpose of snuggling
cigarettes into THE EUROPEAN COVMUNI TY.

25. By directing, encouraging, supporting,
facilitating, and controlling the activities of the smugglers
engaged in the sale, marketing, and distribution of contraband
cigarettes throughout THE EUROPEAN COMMUNI TY, the Defendants
have achieved nmultiple benefits for thensel ves, including but
not limted to the foll ow ng:

a. The Defendants have increased their cigarette
sal es because they have new and additional custoners, nanely,
the snmuggl ers and their custoners.

b. By assisting in the evasion of taxes and duti es,
t he Def endants have increased their cigarette sales and

ot herwi se obtained illicit profits.
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C. The Defendants have increased their market share
by making their cigarettes available to the general public
w t hin THE EUROPEAN COVWUNI TY at prices bel ow that which coul d
be charged by their conpetitors whose products are sold awfully
and, therefore, are nore expensive.

d. The Defendants have utilized the existence of
smuggling into North America, Europe, and South Anmerica as a
public-relations vehicle and political tool by which to | obby
THE EUROPEAN COVMUNI TY and t he governnents of the Menber States
of THE EUROPEAN COMMUNI TY, the United States Congress, and the
| egi sl atures of the various states of the United States to
reduce or elimnate cigarette taxes under the pretense that high
cigarette taxes pronote snuggling and other crinmes. PHLIP
MORRI S and RJR took such actions individually, and in concert
under the auspices of groups fornmed and managed by maj or tobacco
manuf acturers, to block tobacco-related initiatives within THE
EUROPEAN COMMUNI TY i ncl udi ng those involving the so-called “duty
free” market. The industry groups included, without limtation:
(a) International Conmttee on Snoking |Issues (“1COSI”) (later
renaned | NFOTAB); (b) EEC Task Force on Consunerism (c)
I nternational Duty Free Confederation (“IDFC"); (d)
“Conf ederation of European Community C garette Manufacturers
Ltd.” (“CECCM); and (e) CECCM s “Duty Free Study G oup” which

was conprised entirely of conpany representatives, including
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PH LIP MORRIS and RIR  As a consequence of Defendants’ direct
and indirect representations to Plaintiff, governments
wor | dwi de, including the Menber States of THE EUROPEAN COVMUNI TY
were m sled concerning the direct cause of snuggling — the

Def endants’ conduct. The Defendants enpl oyed this | obbying
scheme whil e denying and concealing their conplicity in

smuggl ing activities.

e. The Defendants have enhanced the market val ue of
their tobacco operations, while decreasing the market val ue of
their conpetitors.

f. The RIJIR DEFENDANTS and PHI LI P MORRI S DEFENDANTS,
and ot her tobacco conpani es worl dwi de, share a common i nter est
and goal to inplenent a schene to pronote the activities of
smuggl ers in that they coordinate their public-relations efforts
and jointly fund their public-relations vehicles as a continuing
joint campaign to achieve greater demand for their cigarettes
wor |l dwi de. PH LIP MORRI'S and RIR took such actions individually
and in concert under the auspices of groups forned by tobacco
manuf acturers to bl ock tobacco-related initiatives within THE
EUROPEAN COMMUNI TY i ncluding, for exanple, the “EEC Task Force
on Consunerisni and the “Confederation of European Conmunity
Cigarette Manufacturers Ltd.” The existence of snuggling, as
controlled, directed, encouraged, supported and facilitated by

t he Def endants, has constituted the “self-fulfilling prophecy”
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that high cigarette taxes will only cause snuggling. The
Def endants, through the aforesaid public-relations vehicles,
utilize the data concerning snuggling, the hazards of snuggling,
and the | ost revenues associated with smuggling, as a nethod by
whi ch to encourage or pressure governnents worl dw de, including
THE EUROPEAN COMMUNI TY and its Menber States, to reduce or
elimnate their cigarette taxes. The Defendants conduct this
public relations and | obbyi ng canpai gn w thout disclosing to the
public or Plaintiff their continuing conplicity in snuggling.

26. Additionally, the RIJIR DEFENDANTS and the PHILIP
MORRI S DEFENDANTS i ndi vidually and/or jointly work in concert
with various distributors whomthe Defendants know, or have
reason to know, are |large-scale snugglers of cigarettes to
ensure that the Defendants’ objectives as set forth above are
achi eved.

27. The RJR DEFENDANTS and the PHI LI P MORRI S
DEFENDANTS, jointly and as individual corporations, control,
di rect, encourage, support, pronote, and facilitate the
smuggling of cigarettes into THE EUROPEAN COWUNI TY in a variety
of ways, including but not limted to the follow ng:

a. The Defendants sell cigarettes directly to
persons or entities they know, or have reason to know, are
smuggl ers, or to distributors who they know, or have reason to

know, are selling the cigarettes to snugglers.
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b. The Defendants sell large quantities of
cigarettes to entities and/or destinations even though the
Def endants know, based on their own marketing studies, that the
| egitimte demand for cigarettes fromthose entities and/or
destinati ons cannot possibly account for the orders nade and the
massi ve quantities delivered. Under these circunstances, the
Def endants know that their cigarettes are being sold for illegal
pur poses.

C. The Defendants know ngly | abel, m slabel, or fai
to | abel their cigarettes so as to facilitate and expedite the
activities of the snugglers.

d. The Defendants provide marketing information to
the distributors and to the snugglers so that the snugglers wl |
order, purchase, sell, and distribute the cigarettes
manuf actured by the Defendants that are in greatest demand in
the area of ultimate consunption of the snuggled cigarettes.

e. The Defendants generate false or m sl eading
i nvoi ces, bills of |ading, shipping docunents, and ot her
docunents that expedite the snuggling process.

f. The Defendants engage in a pattern of activity by
whi ch they ship cigarettes designated for one port know ng that
in fact the cigarettes will be diverted to another port so as to

be snuggl ed.
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g. The Def endants nmke arrangenents by which the
cigarettes in question can be paid for in such a way as to be
virtual ly untraceabl e.

h. The Def endants nake arrangenents for the snuggl ed
cigarettes to be paid for into foreign accounts including Sw ss
corporations and/or Swi ss bank accounts in an attenpt to
inproperly utilize Sw ss banking and privacy laws as a shield to
protect the snugglers from governnent investigations concerning
their activities.

i The Defendants have forned, financed, and
directed the activities of industry groups, in order to
di sseninate false and m sleading information to Plaintiff and
t he public.

J . The mails and wires were used, or were caused to
be used, in the furtherance of the above actions and the
unl awf ul schenme to defraud Plaintiff.

28. The Defendants knew or shoul d have known t hat
smuggl ers were purchasing cigarettes in |large quantities,
either directly or indirectly, in order to snuggle cigarettes
into THE EUROPEAN COVMUNI TY.

29. The Defendants controlled, directed, encouraged,
supported, and facilitated snuggling operations by giving
instructions to distributors, shippers, shipping conpanies,

retailers, and/or various other internediaries, as well as the
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smuggl ers, so as to effectuate the sale of |arge amounts of
cigarettes into THE EUROPEAN COVMUNI TY.

30. But for the active assistance of the Defendants,
t he smuggl ers coul d not have obtai ned, snuggled, and sold the
| arge quantities of contraband cigarettes they did successfully
for many years. But for the active assistance of the
Def endants, the proceeds of the snmuggling schene could not have
been | aundered and delivered to the Defendants for their use in
t he snmuggling enterprise.

31. This vertical group, which consisted of the
Def endants, the distributors, the shippers, the snugglers,
currency brokers, and the Defendants’ agents and subsidiaries
who received paynent for the cigarettes, worked together for the
common pur pose of depriving Plaintiff of noney and property and
engaging in a course of conduct to gain nassive profits fromthe
sale of cigarettes that were illegally sold in THE EUROPEAN
COVWMUNI TY while harmng Plaintiff's economc interests. The
activities of this core group constitute a conspiracy in |aw and

in fact.

RIR S DI RECT | NVOLVEMENT | N SMUGGLI NG

32. The RJR DEFENDANTS have been actively involved in

cigarette snmuggling for many years, and this schene has been
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carried out by neans of activities conducted throughout this
District and throughout this State. Exanples of the nethods and
means by which the RJR DEFENDANTS have controlled, directed, and
facilitated the snuggling of cigarettes into THE EUROPEAN
COVWUNI TY, directly and through the acts of their co-
conspirators, include the follow ng:

a. The RIJR DEFENDANTS, through their enpl oyee,
Ri chard Larocca, and through various other enpl oyees, helped to
establish a smuggling network by which RIR cigarettes, and, in
particular, Wnston cigarettes, were smuggled into THE EUROPEAN
COMMUNI TY, and, nore particularly, into Spain. The RIR
DEFENDANTS, through their use of distributors, ship chandlers,
and smuggl ers, established the routes and nechani snms by which
the cigarettes were snuggled into Europe. Richard Larocca was
specifically recruited by RIR because he was wel | acquai nted
with the market in Spain. Richard Larocca was directed to
i ncrease the Defendants’ market share in Spain by whatever neans
necessary, including smuggling. Richard Larocca provided
detailed information to RIJR concerning the marketing potenti al
in Spain for Wnston cigarettes that would be transported both
legally and illegally into Spain. M. Larocca al so provided
mar keting i nformati on and other pertinent information to the
snmuggl ers so cigarettes could be snmuggled efficiently into

Spain. The aforesaid plan was initiated by all the nanmed RIR
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DEFENDANTS and, in particular, R J. REYNOLDS TOBACCO COVPANY,
and R J. REYNCLDS TOBACCO | NTERNATI ONAL, | NC.

b. In 1994, the RIR DEFENDANTS initiated a process
by which their executives could receive nmassive bonuses if they
met specified performance targets. These bonuses could be as
high as two to three mllion dollars to an executive who net
certain targets. Mdtivated by this incentive, these executives
met the marketing targets and received these bonuses by
drastically increasing sales through snmuggling. This process
continued for several years and, upon information and belief,
still continues today. THE EUROPEAN COVMUNI TY experienced a
massi ve surge in smuggling of RIR products in 1996, which on
information and belief was directly as a result of the bonus
programthat RIJR put into place. The aforesaid bonus program
was initiated by all of the RIJR DEFENDANTS and, nore
particularly, by RIR NABI SCO, | NC., NABI SCO GROUP HOLDI NGS
CORP., R J. REYNOLDS TOBACCO HOLDI NGS, INC., R J. REYNOLDS
TOBACCO COWPANY, and R J. REYNOLDS TOBACCO | NTERNATI ONAL, | NC

C. The RIJR DEFENDANTS, through their own personnel
and outside consultants, analyzed the routes by which |arge
guantities of RIJIR cigarettes were snuggl ed i nto THE EUROPEAN
COWUNITY. Fromthis investigation, RIR was put on notice of
and exploited the snuggling routes into THE EUROPEAN COVMMUNI TY.

For exanple, the Kingdom of Spain has for nmany years been a
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primary destination for snuggled Wnston cigarettes. The
ultimate consuners in Spain demanded cigarettes of the highest
quality and wanted to be sure that they were receiving authentic
American cigarettes. Additionally, various RIJR executives were
pai d noney by snugglers to insure that these particul ar
cigarette smuggl ers woul d not have ot her smugglers infringe on
their territories. As the demand for Wnstons in Spain

i ncreased throughout the 1990s, increased nunbers of |esser

qual ity snuggl ed Wnstons from ot her sources were bei ng snuggl ed
into Spain, thereby interfering with the authorized snuggling
that was directed by the RIR DEFENDANTS. 1In order to offset and
prevent the unauthorized smuggling, the RIJIR DEFENDANTS undert ook
certain steps. First, they devel oped a particul ar presentation
of Wnston cigarettes known to the Spani sh consuner as
"patanegra."” Anong ot her ways, the patanegra presentation could
be di stinguished fromregular Wnston cigarettes in that it
contai ned certain distinctive markings and did not contain a

bl ue sticker that was found on nbost Wnston cigarettes. The RIR
DEFENDANTS pr oduced the "patanegra” presentation specifically
for their best snuggling custoners so as to insure that they
could maintain their conpetitive advantage over other snugglers
and the RIJIR DEFENDANTS coul d i ncrease their market share. The
“pat anegra” presentation was devel oped specifically for the

Spani sh mar ket and sold only in Spain.
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d. One of the ways by which the “patanegra”
presentation cigarette has been snuggled into Spain is as
follows: large volunes of the “patanegra” presentation were
sold by the RIR office located in Mam, Florida. One nmjor
custoner for the patanegra Wnston cigarettes was a conpany
known as Copaco | ocated in Panama. Copaco would order the
cigarettes fromthe office in Mam by the use of the United
States wires and/or mail. Copaco would pay RIR for the
cigarettes by way of wire transfers and ot her communi cati ons
that involved the use of U S wires and mail. RIJR would then
ship the cigarettes fromits production facilities in North
Carolina to Capaco. Once the cigarettes were received by
Copaco, the cigarettes would then be reshipped to Rotterdamin
The Netherlands. In order for the cigarettes to be legally
shi pped from Rotterdamw thin THE EUROPEAN COMVUNI TY, it was
necessary for a transit docunent to be issued. This docunent
was known as a "T1." Several different shippers in Rotterdam
woul d, for an appropriate price, obtain the necessary transit
docunents and woul d physically ship the cigarettes. 1In the
early years of this practice, |large bonds were not required to
insure the delivery of the product to the proper destination.
In those days, the Tl transit docunent would indicate that the
ultimate destination of these cigarettes was the Canary | sl ands.

The Wnston cigarettes would be delivered by truck from
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Rotterdam to Barcel ona and were thereby smuggl ed i nto Spain.

The cigarettes would not go on to the Canary Islands as the

shi ppi ng docunents indicated. In |ater years, |arger bonds were
required to insure delivery of the product. Wen this becane a
requi renent, the shipping procedure was changed. Rather than
bei ng designated as having a destination of the Canary Islands,
t he docunents would indicate an ultimte destination of

Yugosl avia or anot her Eastern European country. The cigarettes
woul d then be delivered fromRotterdamto Barcel ona by truck
wher e they woul d be of fl oaded and sold. The containers that had
previously contained the cigarettes were then | oaded with

anot her product and the trucks went from Barcel ona to Eastern
Europe carrying the other product. Once the cargo arrived in
Eastern Europe, the transport docunents were signed as if the
product had been received in Yugoslavia or another Eastern
European country. In fact, however, the cigarettes had been
smuggl ed i nto Spain.

The aforesaid procedure was well known to and was
encour aged by the RIR DEFENDANTS. I ndividual RJR executives
charged a kickback of five to fifteen dollars per case in
exchange for their selling these very val uable Wnston
cigarettes into the snuggling network. These executives would
further encourage the snugglers and/or their associates to buy

nmore cigarettes and woul d give thema "di scount” on the kickback
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i f they purchased | arger volunes of cigarettes. Through these
procedures, individual distributors such as Copaco woul d
purchase and sell up to ten thousand cases of cigarettes per
month. The aforesaid procedure occurred throughout the 1990s
until at least 1999. |In the late 1990s, variations on this
smuggl i ng schene were inplenented, including shipnents to
Madeira or the Canary Islands. The aforesaid snuggling schene
coul d not have occurred without the conplicity of the RIR
DEFENDANTS. But for the creation of the “patanegra”
presentation for Spain, this lucrative snuggling could not have
occurred. Simlarly, unless the RIR DEFENDANTS provi ded | arge
guantities of cigarettes to their Mam office for sale, the
smuggl ers in Panama and ot her parts of the Caribbean woul d not
have these cigarettes avail able for purchase and distribution
wi t hi n THE EUROPEAN COVMUNI TY.

e. The RIJIR DEFENDANTS carefully controll ed and
nonitored all the sales of their cigarettes in Spain, both
snmuggl ed and legally sold. Because of the way the RIR
DEFENDANTS mark and | abel their cigarettes, the RJR DEFENDANTS
identified RIR cigarettes that were in the marketplace and which
were smuggled into the country by persons w thout the
aut hori zation of the RIR DEFENDANTS. The RJR DEFENDANTS al so
identified the distributor fromwhomthose cigarettes were

purchased. The RJR DEFENDANTS control the distribution of
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smuggl ed cigarettes in the marketplace, and require their
distributors to insure that the snuggled cigarettes are
distributed only in RIR-designated nmarkets. For exanple, when
t he RIR DEFENDANTS detected a | arge vol une of "unauthorized"
snmuggl ed cigarettes on the streets in Spain, the RIJIR DEFENDANTS
woul d purchase the entire | oad of unauthorized RIR cigarettes.
They would then return the cigarettes to the distributor who
sold them and require the distributor to reinburse the RIR
DEFENDANTS for the anmount that they had paid on the street for
the cigarettes. The distributors would then resell the
cigarettes to a purchaser who woul d be counted on to snuggle the
cigarettes to an authorized destination. In sone instances,
smuggl ed cigarettes were seized by Spanish authorities. |If

t hese "unaut hori zed" snuggl ed cigarettes were seized by
authorities and sold at auction, the RIR DEFENDANTS woul d
purchase those cigarettes at auction. The RJR DEFENDANTS woul d
then require the snugglers to reinburse the RIR DEFENDANTS f or
fifty percent of the price that the RIR DEFENDANTS had paid for
the cigarettes at the auction. This was one of the ways in

whi ch the RIR DEFENDANTS woul d puni sh sruggl ers for smuggling
unaut hori zed cigarettes into Spain and thereby control the
smuggl i ng market. The RIJIR DEFENDANTS woul d t hen keep those
cigarettes that had been legitim zed by their purchase in

auction and sell themin Spain through legitimte vendors. The
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mar ki ngs on the containers allowed the RJIR DEFENDANTS to
identify fromwhich snugglers the product had been seized. |If a
smuggl er refused to rei nburse the RIR DEFENDANTS the fifty
percent required in that situation, the RIJIR DEFENDANTS cut off
the supply of cigarettes to that snuggler. Comunications
concerning these matters were effectuated through the use of
United States and international wres.

f. The RIR DEFENDANTS solicited contacts with
conpani es and individuals in Central Anerica and the Cari bbean
that the Defendants knew, or had reason to know, were nobney
| aunderers. Upon information and belief, R chard Larocca, in
particul ar, established direct relationships with individuals in
Central America and the Cari bbean who he knew, or shoul d have
known, were actively involved in |aundering the proceeds of
illicit narcotics sales. Executives and enpl oyees of the RIR
DEFENDANTS travel ed to the Cari bbean and to Central Anerica on
nmul ti pl e occasions for the purpose of neeting and negoti ating
busi ness agreenents with individuals who the RIR DEFENDANTS
knew, or should have known, were involved in the |aundering of
narcotics proceeds. Additionally, in their attenpts to build up
and establish a market for their cigarette products, the RIR
DEFENDANTS, through their agents and enpl oyees, devel oped
busi ness rel ationships with individuals in Colonbia that the RIR

DEFENDANTS knew or shoul d have known were directly involved in
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narcotics trafficking. 1In or about the early 1990s, bank
accounts in Mam, Florida, owned by various RIR cigarette
distributors, were frozen by United States | aw enforcenent

of ficials because funds credited to those accounts represented

| aundered drug noney. The freezing of these accounts was wel |
known to the RJR DEFENDANTS. By virtue of this event, the RIR
DEFENDANTS were aware or should have been aware that their

di stributors had been involved in handling |aundered narcotics
proceeds. In spite of the fact that the conduct of these

i ndi vidual s was known to Richard Larocca and RIJIR, the RIR
DEFENDANTS actively devel oped these rel ati onships so as to sel

| arge volunmes of cigarettes to these noney | aunderers. A
substantial portion of the cigarettes purchased by the noney

| aunderers was snuggl ed i nto THE EUROPEAN COVWMUNI TY. The RIR
DEFENDANTS have | ong been on notice that cigarette snuggling
activities are linked to the Bl ack Market Peso Exchange and the
Col onbi an cocai ne smugglers. |In or about 1994, the National
Coal ition Against Crinme and Tobacco Contraband, which was funded
by RIJR and ot her tobacco conpani es, retained Lindquist Avey
Macdonal d Baskerville, Inc. ("Lindquist") to, anong other things
i nvestigate and anal yze cigarette snmuggling in the United
States. In its August 15, 1994, report, Linquist observed that:
"There are indications that some Col onbi an cocai ne barons stil

handl e [ contraband] cigarettes, but for a different purpose. It
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is believed, in sone cases, they patriate cocaine profits earned
in the United States through cigarette purchases. These
cigarettes are inported into Colonbia and sold there, providing
cocaine traffickers with a seenmngly legal alibi for the source
of their wealth."

g. From at |east 1991 through 1997, a | arge
percentage of the cigarettes that were ultimtely to be smuggl ed
was shi pped from New York to the Cari bbean for distribution into
Europe and South Anerica. |In approximately 1991, distributors
for RIRinformed RIR that they had received conplaints fromthe
smuggl ers that the cardboard cases in which the cigarettes were
bei ng packaged were too weak and, as such, the cigarettes were
bei ng damaged. The snuggling of cigarettes is perfornmed in such
a fashion that there is a greater risk of damage to the product
and accordingly the containers for the cigarettes nust be nmade
stronger. In response to this information, RJR increased the
strength of the cardboard master cases for cigarettes that were
to be directed into the snuggling channels. The strengthened
mast er cases were shipped by RIR fromports in New York to the
Cari bbean at least from 1991 through 1997. Confirmation that
t he cases woul d be strengthened was nmade by use of the U S
wires in letters faxed fromthe RIR offices in Mam to RIR

executives and custoners in 1991 and 1992.
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h. The RIJR DEFENDANTS knowi ngly and intentionally
shi pped | arge volunes of cigarettes to individuals and
corporations in certain free trade zones such as the Col on Free
Trade Zone in Panama. These sales were nade to conpani es that
wer e known snuggl ers and/ or known noney | aunderers. Al though
the ultimate destination of these cigarettes was nowhere near
Panama, RIR shipped these cigarettes directly to Panama so that
t he noney | aunderers could use the secrecy |aws of the Republic
of Panama as a shield by which to divert the cigarettes to their
ultimate destinations w thout being scrutinized by the agencies
and governnents to which custons duties would be owed on these
cigarettes. A substantial percentage of these cigarettes were
ultimately snuggl ed i nto THE EUROPEAN COMWUNI TY. The RIR
DEFENDANTS endeavored to conceal the sale of their products into
smuggl i ng channels by transferring the cigarettes to several
destinations prior to the ultimate delivery to the fina
cust omer .

i From at | east Cctober 1995 through April 1997,

t he RIJIR DEFENDANTS knowi ngly supplied | arge vol unes of
cigarettes to a snuggling group in the United Kingdomthat was
in turn smuggling those cigarettes into Spain. One of the
conpani es involved in the snmuggling operation was Entire

War ehousi ng. Additionally, there were at | east six other

rel ated conpanies that were engaged in a nassive cigarette-
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snmuggl i ng, noney-Il aundering scheme. Through the period from
1995 through 1997, the aforesaid conpani es snmuggl ed t housands of
cases of cigarettes manufactured by the RJR DEFENDANTS into
Spain. The RJR DEFENDANTS sold cigarettes to "distributors” in
Panama and el sewhere with the full know edge that the true
purchaser of the cigarettes was this snmuggling group. The
cigarettes were sold to internediary "distributors” in Panama
and el sewhere so as to conceal from|aw enforcenent authorities
the fact that the RIR DEFENDANTS were selling cigarettes to this
smuggl i ng group. The snugglers created fal se docunents so as to
defraud European custons officials and create the appearance
that the cigarettes were being exported to destinations outside
THE EUROPEAN COVMUNI TY such as Morocco. The snugglers, in order
to purchase cigarettes of this large quantity, were required by
RIR to notify the RIR DEFENDANTS of the l[ocation to which they
intended to export the cigarettes. The RIR DEFENDANTS, by
virtue of their network of personnel in both Spain and Morocco
knew that the cigarettes were not arriving in or being sold in
Morocco, but rather were being snmuggled into Spain for sale in
Spain. In spite of the knowl edge of the RIJR DEFENDANTS t hat
these cigarettes were being snuggled into Spain, the RIR
DEFENDANTS continued to sell the cigarettes to the snugglers
and, in fact, encouraged the smugglers to purchase nore

cigarettes. The cigarettes in question were manufactured in the

38



United States, and orders for the cigarettes were placed to the
RIJR DEFENDANTS in the United States through the United States
mai | and/ or wires. Paynent for the cigarettes in question was
made to the RIR DEFENDANTS t hrough the use of the wi res and/or
mai | .

Shi pnents that were snuggled i nto THE EUROPEAN
COVMUNI TY t hrough the aforesaid schene include, by way of

exanpl e, the follow ng:

Dat e Descri ption Pur ported Act ua
Desti nati on Desti nati on
1. 11/23/95 1,136 naster cases Mor occo Spai n

W nston cigarettes

2. 11/27/95 1,136 naster cases Mor occo Spai n
Wnston cigarettes

3. 11/28/95 1,056 nmaster cases Mor occo Spai n
Wnston cigarettes

4. 11/30/95 1,056 naster cases Mor occo Spai n
Wnston cigarettes

5. 12/01/95 1,200 naster cases Mor occo Spai n
Wnston cigarettes

6. 12/04/95 1,200 master cases Mor occo Spai n
Wnston cigarettes

7. 12/05/95 1,136 master cases Mor occo Spai n
Wnston cigarettes

8. 12/06/95 1,200 master cases Mor occo Spai n
Wnston cigarettes

9. 1/05/96 1, 200 nmaster cases Mor occo Spai n
Wnston cigarettes
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10. 1/11/96 1, 200 naster cases Mor occo Spai n
Wnston cigarettes

11. 1/19/96 1,200 nmaster cases Mor occo Spai n
Wnston cigarettes

12. 1/26/96 1,100 nmaster cases Mor occo Spai n
Wnston cigarettes

13. 2/02/96 1,200 naster cases Mor occo Spai n
Wnston cigarettes

14. 2/12/96 1,150 master cases Mor occo Spai n
Wnston cigarettes

15. 2/22/96 1,100 naster cases Mor occo Spai n
Wnston cigarettes

16. 3/20/96 1,200 nmaster cases Mor occo Spai n
Wnston cigarettes

17. 4/30/96 1,200 nmaster cases Mor occo Spai n
Wnston cigarettes

18. 5/16/96 1,200 naster cases Mor occo Spai n
Wnston cigarettes

] . In order for cigarette snmuggling to be conducted
efficiently, certain |abeling and stanpi ng nust be conducted at
the factory where the cigarettes are produced. Certain
| abel ing, health warnings, and the | anguage in which the package
is printed have a significant effect on the value of the
cigarettes at their ultimte destination. Also, in order to
smuggl e cigarettes into certain nations, tax stanps often are
affixed to the cigarettes at the factory at the tinme of
packagi ng. The RJR DEFENDANTS, on a regul ar basis, packaged

their products specifically to nmeet the needs of their snuggling
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customers. Additionally, it is a routine practice to attach tax
stanps or, on many occasions, counterfeit tax stanps on the
product at the factory. Had the RJR DEFENDANTS and its agents
conducted a reasonabl e inquiry concerning the source and/or
validity of the tax stanps, or had they not chosen to turn a
blind eye to the source and/or validity of the tax stanps, they
woul d have known that the inproper use of tax stanps facilitated
smuggling to the detrinment of Plaintiff.

k. Thr oughout the 1990s, the RIJR DEFENDANTS were on
notice that their cigarettes were being snuggled into THE
EURCPEAN COVMUNI TY. One of the RIJR DEFENDANTS primary agents
for the storage and handling of cigarettes in THE EUROPEAN
COVMUNI TY was a conpany known as Bel gi um Pakhoed N. V. On My
26, 1997, Bel gi um Pakhoed N. V. sent a letter to the RIR
DEFENDANTS noti fying the RIJIR DEFENDANTS that a substanti al
nunber of the RIJR DEFENDANTS' customers were smuggling
cigarettes and were "involved in major EGfraud." Belgium
Pakhoed N. V. went on to tell the RIR DEFENDANTS that in |ight of
this fraud being conducted by RIR custoners, Bel gi um Pakhoed
N. V. would no longer |oad cigarettes on to ships operated by
t hese custoners. The response of the RIJR DEFENDANTS was not to
cut off its supply of cigarettes to these custoners, but rather
to redirect their supply of cigarettes to these custoners

t hrough the country of Cyprus, which is not a nenber of THE
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EUROPEAN COMVUNI TY. The RJR DEFENDANTS continue to supply
cigarettes to these custoners three years after RIR had been
notified that these customers were involved in EC fraud.

l. I n approxi mately Novenber 1997, the RIR
DEFENDANTS manuf act ured, packaged, and sold a shi pnent of eighty
mllion cigarettes that were shipped fromthe RIR facilities in
the United States to Europe by being | oading on to ships in
Charl eston, South Carolina, and Savannah, Georgia. The RIR
DEFENDANTS had prepared shi ppi ng docunents indicating that the
cigarettes were destined for a custoner in Geece. In fact,
however, the purported custoner in G eece was nothing nore than
a store front that the RIR DEFENDANTS knew or shoul d have known
had neither the intention nor the capability of selling the
aforesaid cigarettes in Geece. Rather than being delivered to
Greece, the cigarettes were illegally introduced into Spain.

The orders for the cigarettes in question were placed to the RIR
DEFENDANTS in their offices in the United States by the way of
the U S. wires and/or mail. Shipping docunents and ot her
docunent ati on necessary to consummate the transaction were
transmtted by the RIR DEFENDANTS by use of the U S. wres
and/or mail. Bills of |ading generated by the RJIR DEFENDANTS or
by their agents on their behalf specifically ordered that there
be no reference to marks or nunbers of the cigarettes nor any

mention of the brand nanme of the cigarettes shi pped. Docunents
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prepared by the RIJR DEFENDANTS or by their agents on their
behal f that were filed with the United States Bureau of Al cohol,
Tobacco and Firearns intentionally m sstated the intended
destination of the cigarettes so as to m slead the Bureau of

Al cohol, Tobacco and Firearns.

m In another incident in April 1997, the RIR
DEFENDANTS manuf act ured, packaged, sold, and shi pped one hundred
twenty mllion Wnston cigarettes. These cigarettes were
packaged and shi pped ostensibly to | ocations outside THE
EUROPEAN COMMUNI TY. In fact, however, the cigarettes were
intended to be snmuggled into Spain. Approximately twenty-two
mllion cigarettes were seized by Spanish custons authorities.
Approxi mately ninety-eight mllion cigarettes were snuggled into
Spai n. The RJR DEFENDANTS, by virtue of the method by which
t hey account for the sales of their cigarettes, knew or had
every reason to suspect that the cigarettes in question were, in
fact, being sold to snugglers. The orders for the cigarettes in
guestion were placed with the RIR DEFENDANTS in their offices in
the United States by U S. wires and/or mail. The shipping
docunents, billing docunents, and ot her docunentation necessary
to consunmate the transaction were sent by the RIJR DEFENDANTS to
the recipients by way of U S. wires and/or mail. Wen officials
of THE EUROPEAN COMMUNI TY attenpted to obtain information from

t he RIJIR DEFENDANTS concerning this shi pnent of cigarettes, the
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RIJIR DEFENDANTS sent a letter to THE EUROPEAN COMMUNI TY and
refused to conply with the request based on an argunent that to
cooperate with THE EUROPEAN COVMUNI TY woul d be a viol ation of
Swi ss | aw.

n. In order to maintain and exercise control of the
smuggl ing enterprise, the RIR DEFENDANTS, as well as Richard
Larocca and others, required the snugglers to keep |l ogs of their
| oads, to keep track of where the | oads were delivered, and to
record the price for which the cigarettes were sold. This
al l oned the RIJR DEFENDANTS to keep direct, hands-on control of
the entire snmuggling process. The RIJR DEFENDANTS even
t hreat ened snugglers that, if they did not keep proper records
of their snuggling activities, the RIR DEFENDANTS woul d deal
wi th other sruggling custoners.

0. In the md to |ate 1990s, the RIR DEFENDANTS
i mpl enented a policy by which they would not sell cigarettes to
any distributor unless the distributor verified to the RIR
DEFENDANTS exactly who the final customer was. |If the
distributor failed to accurately informthe RIR DEFENDANTS who
was to be the ultimate purchaser of the cigarettes, the RIR
DEFENDANTS woul d either supply no cigarettes at all to the
distributor or would only supply a fraction of the vol une
requested by the distributor. The final destination of all RIR

cigarettes sold worl dwi de was known to the RIJR DEFENDANTS.
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p. For many years, RJR and other tobacco
manuf act urers have conspired, through concert of action, to
m sl ead and obstruct efforts wthin THE EUROPEAN COVMUNI TY to
address smuggling and ot her tobacco-related problens. (i) Upon
information and belief, on January 19 and 20, 1978, PHILIP
MORRI S, RJR, and other manufacturers forned the “EEC Task Force
on Consunerism” The purpose of the organization was, in the
words of its “confidential” mnutes, “[t]o inhibit totally or
partially the activities of the Brussels’ bureaucracy in all
matters concerni ng tobacco advertising, tobacco distribution and
snmoki ng and health questions.” The organization agreed to
consider the proposal for “* throwing sand’ in the gears of
Brussel s by maki ng use of the differences of opinion and
conpetences (sic) in the different services.” (ii) PHLIP
MORRI'S, RJR and others fornmed and funded the Confederation of
Eur opean Conmunity Cigarette Manufacturers Ltd. (CECCM for the
pur pose, anong others, of representing its nmenbers’ public
affairs interests within THE EUROPEAN COVWUNI TY. In the March
1995 issue of its publication “Equilibrium” CECCM acting on
behal f of its nenbers including PHILIP MORRI S and RIR, asserted
t hat high taxes create an enornous “black market” but failed to
di scl ose the responsibility of the tobacco conpanies for the
smuggl i ng problem w thin THE EUROPEAN COVWUNI TY. (iii) The RIR

DEFENDANTS, through the words and actions of their agents and
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enpl oyees, falsely represented to the | aw enforcenent agencies
of various governnents, including THE EUROPEAN COMMUNI TY, t hat
they were attenpting to conbat snuggling when, in fact, they
were controlling, directing, encouraging, supporting and
facilitating the snmuggling. Wile concealing their conplicity
in smuggling, the RIR DEFENDANTS engaged in a w despread public-
rel ati ons canpai gn condemi ng “high taxes” as the cause of
snmuggl i ng.

g. In order to direct, control, and facilitate
smuggl i ng, agents and enpl oyees of the RIR DEFENDANTS provi ded
specific marketing information to the snugglers, including
speci fication of which products were in demand and the vol une of
cigarettes that was needed to neet the specific demands of the
smuggl ers’ clients. The snugglers were al so provided by RIR
with pricing information so that they could have a reliable
basi s upon which to price their snuggl ed cigarettes.

r. The RIR DEFENDANTS specifically design and/or
redesi gn the packaging of their cigarettes so as to make it
difficult for custons officials in various countries to identify
cigarettes that have been snuggl ed.

S. The RIJR DEFENDANTS arranged a process by which
cigarettes purchased by snmugglers could be paid for by paynents
into Swi ss corporations and/or Swi ss bank accounts so as to nake

it difficult or inpossible for THE EUROPEAN COMMUNI TY to track
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the smuggled cigarettes or to track the paynment therefor. The
decision to provide for paynent by the snugglers into the Sw ss
accounts was a decision nade at an executive level by the RIR
Def endants. 1In fact, RIJR noved the records concerning al nost
all their illegal activities worldw de to Geneva, Switzerl and,
so as to escape the surveillance of the governnents that are
victimzed by RIRs illegal activities.

t. The RIJIR DEFENDANTS have, for the past fifteen
years, had a custoner by the nanme of M chael Haenggi. M.
Haenggi publicly admtted in the press that he has frequently
supplied Wnston cigarettes to smugglers who would then snuggl e
those cigarettes into Spain. M. Haenggi has publicly admtted
that in one instance he sold one hundred sixty mllion
cigarettes to a conpany in Panama which in turn snmuggl ed those
cigarettes into Spain. He has further admtted that on another
occasi on he supplied two hundred twenty mllion cigarettes to a
conpany registered in the Cari bbean that al so snuggl ed t hose
cigarettes into Spain. The vast majority of the cigarettes in
both such instances was manufactured by the RIJIR DEFENDANTS. The
RJR DEFENDANTS, to this date, continually supply cigarettes to
M. Haenggi, even though he has openly admtted that at |east
part of his purchases fromthe RJR DEFENDANTS is for the purpose
of sale to snmugglers. 1In the transactions between the RIR

DEFENDANTS and M. Haenggi, the RIJR DEFENDANTS utilized the mai
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and nmet hods of wire comruni cation on a regular basis for the
pur pose of expediting the ordering of cigarettes, shipnent and
delivery of cigarettes, verification of delivery, paynent, and
verification of paynent for the cigarettes sold as a part of the
enterprise.

u. The RIJR DEFENDANTS have had dealings with
i ndi viduals in Spain who they knew or should have known were
identified by Spanish |Iegal authorities as being involved in
narcotics trafficking. For several years, one particul ar
i ndi vi dual was a maj or custonmer of the RJR DEFENDANTS in that he
purchased | arge quantities of RIJR cigarettes and snuggl ed t hem
t hroughout Spain. During all or part of the tinme the individual
was smnuggling cigarettes, he was al so suspected of narcotics
trafficking by Spanish | aw enforcenent officials. The alleged
i nvol vement of this individual in narcotics trafficking was
known to the RIJIR DEFENDANTS or woul d have been known to them but
for their blind indifference in that this individual had had
several publicized bouts with the | aw-enforcenent agencies in
Spain in regard to his alleged narcotics trafficking. 1In the
nmost recent incident in Cctober 1999, he escaped from | aw
enforcenment authorities just as they were preparing to arrest
hi m on a hashi sh- snuggl i ng char ge.

V. The RIJIR DEFENDANTS entered into an under st andi ng

or agreenent, express or tacit, wth their distributors,
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custoners, agents, consultants, and other co-conspirators, to
participate in a common schene, plan or design to commt
tortious acts and thereby snmuggle contraband cigarettes into THE
EUROPEAN COVMUNI TY. I n pursuance of the agreenent, RIR and

PH LI P MORRI' S forned, managed, and directed the affairs of
several groups including, without limtation: (a) International
Comm ttee on Snoking Issues (“1COSI”); (b) EEC Task Force on
Consunerism (c) International Duty Free Confederation (“1DFC")
(d) “Confederation of European Community Cigarette Manufacturers
Ltd.” (“CECCM); and (e) CECCM s “Duty Free Study G oup” which
was conprised entirely of conpany representatives, including
those of PHILIP MORRIS and RIR.  RIJR and PH LIP MORRI S, acting

t hrough the aforesaid groups, obstructed governnent oversight
and represented to Plaintiff and the public that the cause of
the “black market” was high taxes when, in fact, it was the
conduct of the tobacco conpanies, including PH LIP MORRI S and
RIR, that was the direct cause of the “black market” and
Plaintiff’s injuries. PHLIP MORRIS and RIR s joint, false
representations in the furtherance of the conspiracy conceal ed
their involvenent in snuggling operations and msled Plaintiff,
and such conduct constituted, anong other things, fraud,
negl i gent m srepresentation, unjust enrichnment, public nuisance,
and negligence, thereby causing harmto Plaintiff, all as

al | eged above. Also in pursuance of the agreenent, the RIR
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DEFENDANTS and their distributors, custoners, agents,
consul tants, and other co-conspirators acted tortiously by,
anong ot her things, commtting the aforesaid acts constituting
fraud, negligent msrepresentation, unjust enrichnment, public
nui sance, and negligence, thereby causing harmto Plaintiff.
The RIJR DEFENDANTS, through joint action with their co-
conspirators, acted tortiously, recklessly, unlawfully, and
negligently, to the detrinment of Plaintiff. By neans of the
aforesaid concerted action, the RIR DEFENDANTS and their co-
conspirators are jointly and severally liable for the torts and
ot her wongful conduct alleged herein. The RIJR DEFENDANTS were
conspirators and direct participants in the affairs of the
smuggling enterprise, and each participant in the conspiracy is
responsible for the actions of the others in pursuit of the
smuggl ing scheme. Acting for the benefit of the RIR DEFENDANTS
and with the know edge and aut hori zati on of high-ranking
corporate executives of the RIJIR DEFENDANTS, the RIJR DEFENDANTS,
acting in concert with and through their conspirators, agents,
and enpl oyees, carried out the foregoing activities to
facilitate the snuggling schene.

W. The acts and om ssions of the individuals
enpl oyed by the RIJR DEFENDANTS are inputed to the RIJR DEFENDANTS
under the doctrines of vicarious liability and respondeat

superior. The RIJR DEFENDANTS actual ly benefited fromthe
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performance of predicate acts through increased sales, profits,
nane- brand recognition, and market share. The RIR DEFENDANTS
and their enployees were central figures and aggressors in the
fraudul ent schene, and RIR personnel, including Richard Larocca
and ot her RIR executives, perfornmed their fraudul ent acts on
behal f of the RIR DEFENDANTS within the scope and course of
their enploynment with RIR  The officers and directors of the
RJR DEFENDANTS, i ncluding RIR Chairman Steven F. ol dstone, had
know edge of, or were recklessly indifferent toward, the
unl awful activity. For exanple, in 1998 and 1999, RIR s
shar ehol ders proposed resol utions for consideration at the RIR
annual neeting that put the RIJR board of directors on actual
notice that RIR was facilitating cigarette snmuggling and was
doi ng busi ness with notorious smuggl ers; however, the RIR
DEFENDANTS did nothing to end RIR s involvenent with smuggling.
X. The schene to snmuggl e RIJIR DEFENDANTS' cigarettes
into THE EUROPEAN COVMUNI TY was concei ved and executed by each
of the naned RJR DEFENDANTS. When the Defendant, JAPAN TOBACCQ,
I NC., purchased R J. Reynol ds Tobacco International, Inc., the
Def endant, JAPAN TOBACCO, INC., continued with the snuggling
policies that had been in place prior to the purchase. Even
after the purchase of R J. Reynol ds Tobacco International, Inc.,
t he smuggl i ng met hods, neans, and procedures continued under the

ownership of JAPAN TOBACCO, INC. at |east through 1999. Richard
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Larocca is currently an enpl oyee of JAPAN TOBACCO, | NC. and
currently fulfills nmuch the sanme role for JAPAN TOBACCO, | NC.
that he fulfilled for the RJR DEFENDANTS prior to 1999.

y. The RIJIR DEFENDANTS are |iable under principles of
agency. Each of the RIJIR DEFENDANTS is responsible for the
conduct of its supervisory enployees, including Richard Larocca,
who had either intentionally disregarded the | aw or had acted
with plain indifference or willful blindness to its
requirenents.

z. During all rel evant tinmes, the RIR DEFENDANTS
comuni cated with each other and with their co-conspirators on
virtually a daily basis, by neans of interstate and
international wires, as a neans of obtaining orders for
cigarettes, arranging for sale and shi pnent of contraband
cigarettes, and arranging for and receiving paynent for the
cigarettes in question. Under principles of conspiracy and
concert of action, the RIR DEFENDANTS are jointly and severally
liable for the actions of their co-conspirators in the
furtherance of the snuggling schene.

aa. The RIR DEFENDANTS and their co-conspirators
utilized the interstate and international mail and wires, and
ot her neans of comunications, to prepare and transmt docunents
that intentionally msstated the ultimate destination of the

cigarettes in question so as to mslead the authorities within
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the United States and THE EUROPEAN COMMUNITY in regard to the
actual destination of cigarettes that are transported into THE
EUROPEAN COVMMUNI TY. THE EUROPEAN COVMUNI TY and its Menber
States reasonably relied on said msrepresentations of fact in
accounting for the cigarettes in question and assessi ng custons
duties on cigarettes entering THE EUROPEAN COVMUNI TY, and were
and continue to be danaged by such reliance.

bb. The Defendants, their subsidiary corporations,
and their co-conspirators use the mail and tel ephonic and ot her
wire fornms of comunication on a daily basis to bill and pay for
the smuggl ed cigarettes, confirmbilling and paynent for the
snmuggl ed cigarettes, to account for the paynent of the snuggled
cigarettes to the Defendants and their subsidiaries, and to
mai ntai n an accounting of the proceeds received by the
Def endants fromthe sale of the illegal cigarettes, with said
proceeds ultimately being returned to the Defendants in the
United States.

cc. The Defendants’ co-conspirators, the distributors
and snugglers, utilize the mail and wire comunications on a
continuing basis in order to determ ne marketing strategies,
order cigarettes, arrange for sale of the cigarettes, arrange
for distribution of cigarettes, arrange for paynent of
cigarettes, and to support other aspects of the smuggling

schene.
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dd. In that the illegal sale of cigarettes into THE
EUROPEAN COMMUNI TY is a nulti-mllion dollar per year operation
and is ongoing on a daily basis, it is inpractical and
i npossi bl e, in advance of discovery, to delineate each and every
fraudul ent comruni cation in what is a pervasive and ongoi ng use
of the mails and wires in furtherance of the snuggling
activities. By conducting sone of their activities in countries
known for bank secrecy, the RIR DEFENDANTS have taken
affirmati ve steps to prevent the victins of their fraud and
illicit conduct fromdiscovering the exact details of the vast
nunber of wire and mail conmunications that were incidental to
central aspects of the schene, including orders for contraband
t obacco products, and repatriation of the proceeds of the
snmuggl ing schenme to the United States.

ee. The RIR DEFENDANTS, in addition to using the mai
and wire comuni cations thensel ves, caused the mailing and use
of wire conmunications in that they acted with know edge t hat
the use of the mail and/or wire communications would follow in
t he ordi nary course of business and/or could be reasonably
foreseen as a result of their activities; and the nmailing or use
of wire comruni cations was for the purpose of executing the
schene, to wit, the snuggling activities. The aforesaid mai
and wire transm ssions furthered the schene and were essenti al

to the scheme in that the aforesaid communi cati ons were
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necessary for the co-conspirators, who were separated by great
di stances and national borders, to effectuate their common goals

within the snmuggling enterprise.

PH LI P MORRI S DI RECT | NVOLVEMENT | N SMUGGELI NG

33. The PHI LI P MORRI S DEFENDANTS have been actively
involved in cigarette snmuggling for many years, and this schene
has been carried out by nmeans of activities conducted throughout
this District and throughout this State. Exanples of the
met hods and neans by which the PH LIP MORRI S DEFENDANTS have
facilitated the snuggling of cigarettes into THE EUROPEAN
COVMUNI TY i ncl ude the foll ow ng:

a. The PHI LI P MORRI S DEFENDANTS have, for severa
years, sold Marlboro cigarettes to an individual known as Corado
Bai anchi. M. Baianchi has openly adnitted to the press that he
has sold PHILIP MORRI S cigarettes to snmugglers so that those
cigarettes could be snuggled into Italy. |In spite of M.

Bai anchi’s public adm ssion that he has been a conduit between
the PH LI P MORRI S DEFENDANTS and snugglers for the distribution
and sale of contraband cigarettes in Wstern Europe, upon
information and belief, the PH LIP MORRI S DEFENDANTS continue to
sell cigarettes to him even though he has admtted that at

| east part of his purchases fromthe PH LI P MORRI S DEFENDANTS i s
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for the purpose of sales to snmugglers. Andrew Reitman, the
seni or vice-president for PHILIP MORRIS subsidiary in Europe,
has acknow edged that PH LIP MORRI S does, in fact, know that its
cigarettes are being sold as contraband by snugglers into THE
EUROPEAN COMMUNI TY. In their transactions between the

Def endants and M. Bai anchi, the Defendants utilized the mai

and net hods of wire communi cation on a regular basis for the

pur pose of expediting the ordering of cigarettes, shipnent and
delivery of cigarettes, verification of delivery, paynent, and
verification of paynent for the cigarettes sold as a part of the
enterprise.

b. The PHI LI P MORRI S DEFENDANTS created a circuitous
and cl andestine distribution chain for the sale of cigarettes in
order to facilitate snuggling within THE EUROPEAN COVMUNI TY.

The PHI LI P MORRI S DEFENDANTS own, either wholly or partially,
and/ or operate and/or license facilities in the United States
that produce Marl boro cigarettes and ot her brands owned by

PHI LI P MORRI S DEFENDANTS. These cigarettes are produced both
for donestic consunption and for export. The cigarettes
produced for export bear distinctive markings as being United
States tax exenpt and specifically produced for export. These
Mar| boro cigarettes are then sold to affiliated or wholly owned
distributors in Belgiumand in other countries which, in turn,

sell the cigarettes to distributors in Europe and also to
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distributors in the Caribbean and Central America who then
return the cigarettes to Europe. The purpose of this

| abyrinthian distribution structure is to sell, or cause the
sale, to distributors that are known snuggl ers or busi ness
associ ates of snmugglers within THE EUROCPEAN COVMUNI TY, while
conceal i ng such sales fromgovernnent authorities. The decision
to establish and maintain this distribution chain was made at

t he hi ghest executive |evels of the PH LI P MORRI S DEFENDANTS.

C. I n approxi mately 1997, the PH LI P MORRI S
DEFENDANTS restructured international sales operations such that
the vast majority of all cigarettes, both |egal and snuggl ed,
sold into Europe, Central and South Anerica were routed through
Bel gium Ports and warehouse districts of Bel giumwere sel ected
because they were difficult for custons officials to nonitor.

By routing billions of dollars of cigarettes through ports in
Bel gium the PH LI P MORRI S DEFENDANTS encour aged t he devel oprment
of a system by which those ports becanme a center for snuggling
activity. Enployees of the PH LIP MORRI S DEFENDANTS visited the
docks and warehouses in Belgiumon a regular basis for the

pur pose of neeting custoners, maintaining custonmer relations,
and pronoting the sale of new products. By virtue of their
presence at these facilities and by virtue of the discussions
that they had on a routine basis, the enpl oyees and nmanagenent

of the PH LIP MORRI S DEFENDANTS were well aware of the high
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| evel of snmuggling activity surrounding the distribution and
sal e of their product.

d. The illegal sale of cigarettes has becone one of
the primary vehicles by which drug snugglers | aunder their
illicit profits. PHLIP MORR S has becone a prine recipient of
this business. Money brokers routinely purchase |arge vol unes
of PHILIP MORRIS cigarettes with noney that represents the
proceeds of illicit drug sales. Representatives of PHLIP
MORRI S know or should know t he source of these funds and yet
continue to receive these funds and to sell cigarettes to these
per sons.

e. The smuggling activities of the PHILIP MORRI S
DEFENDANTS have enabl ed drug lords to [aunder their illicit
profits. Narcotics-generated proceeds supply funds for the
novenent of billions of dollars worth of snuggled U S. and
forei gn goods, including cigarettes, throughout the world,

i ncludi ng THE EUROCPEAN COVWUNI TY. I n short, what starts out as
drug currency on the streets of U S. cities ends up as snuggl ed
goods, including cigarettes, on the streets of Wstern Europe.
Representatives of the PH LI P MORRI S DEFENDANTS are on act ual
notice that the source of funds used to purchase their
cigarettes is drug trafficking, yet they continue to receive
these funds and to sell cigarettes to these persons. By reason

of this conduct, the PH LIP MORRI S DEFENDANTS ai d, abet and act
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in concert with drug lords to |launder their ill-gotten gains.
The Defendants have | ong been on notice that cigarette snuggling
activities are linked to noney |aundering. |In or about 1994,
the National Coalition Against Crinme and Tobacco Contraband,

whi ch was funded by RIR and ot her tobacco conpanies, retained

Li ndqui st Avey Macdonal d Baskerville Inc. (“Lindquist”) to,
anong ot her things, investigate and anal yze cigarette snuggling
in the United States. In its August 15, 1994, report, Lindquist
observed that: “There are indications that sone Col onbi an
cocai ne barons still handle [contraband] cigarettes, but for a
different purpose. It is believed that, in sone cases, they
patriate cocaine profits earned in the United States through
cigarette purchases. These cigarettes are inported into

Col ombi a and sold there, providing cocaine traffickers with a
seemngly legal alibi for the source of their wealth."

f. In or about the early 1990s, M am bank accounts
of various PH LI P MORRI S DEFENDANTS cigarette distributors were
frozen by United States | aw-enforcenent officials because funds
credited to those accounts were |aundered drug noney. The
freezing of these accounts was well known to PH LIP MORRIS. By
virtue of this event, anong others, the PH LIP MORRI S DEFENDANTS
were aware or shoul d have been aware that their distributors

wer e handl i ng proceeds of unlawful activity.
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g. Since at |east 1991, the PH LI P MORRI S DEFENDANTS
were selling cigarettes to individuals whomthey knew were
reputed drug snugglers. As of 1994, court records that were
avail able to the PH LI P MORRI S DEFENDANTS denonstrate that one
of those individuals had actually told U S. governnent
informants that he was involved in drug trafficking.
Specifically, he had told U S. | aw enforcenent agents that he
was involved in the "pool systemt of drug trafficking whereby he
woul d conmbine his |oad of drugs with those of other drug deal ers
into a single |arge shipnment destined for the United States. He
went on to explain that individual traffickers in the United
States received the drugs and sold themfor U S. currency. The
traffickers would then deliver the cash to couriers approved by
the drug | ords who woul d convert the cash into cashier's checks
made payable to specific businesses owned by this individual.
The busi nesses to which these drug funds were delivered are
identified by name in the court docunents. Accordingly, the
fact that this individual was a drug trafficker and the identity
of the conpanies that he used to | aunder noney were known or
shoul d have been known to the PH LIP MORRI S DEFENDANTS. In
spite of this fact, the PH LI P MORRI S DEFENDANTS conti nued to
sell large volunes of cigarettes to this individual so that he

coul d smuggl e them and use those sales to | aunder drug noney.

60



h. Enpl oyees of the PHI LI P MORRI S DEFENDANTS wer e
personal ly involved in international travel to receive proceeds
of the snuggling schene, which aided in the |aundering of the
proceeds of illicit narcotics sales.

i The PHI LI P MORRI S DEFENDANTS have had | ong-term
rel ati onships with various agents and distributors in Central
Anmerica and the Caribbean. It is publicly known that sonme of
t hese agents and distributors have been investigated and/ or
indicted by the United States for noney |aundering. Wen the
PH LI P MORRI S DEFENDANTS becane aware that their agents or
di stributors were accused of illegal activities, the PHLIP
MORRI S DEFENDANTS di d not sever their relationships with the
agents or distributors. |Instead, they established a secretive
and circuitous route by which they could sell cigarettes to
those entities without detection by | aw enforcenent. For the
past several years and, upon information and belief, continuing
to the present tine, the PH LI P MORRI S DEFENDANTS have
i npl enented a policy and procedure by which certain custoners
were required to purchase cigarettes only by ordering them
t hrough renote offices such as one in Uruguay. Usually, orders
may be placed to such an office only verbally over the
tel ephone. Oten, any formof witten conmunication with such
an office is prohibited. Wen cigarette orders are placed

t hrough such an office, they are passed on to Maraval, a conpany
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based in Basel, Switzerland. The agents and distributors nust
pay Maraval for the cigarettes. Delivery of the cigarettes is
arranged by anot her conpany cal |l ed Wi tnauer, also based in
Switzerland. The sole purpose of this convol uted procedure for
secret orders, secret paynents, and secret delivery of
cigarettes was and is to conceal from|aw enforcenment the fact
that the PH LI P MORRI S DEFENDANTS were knowi ngly selling their
cigarettes to distributors who were selling cigarettes into
smuggl i ng channel s whi ch reached, anong ot her places, THE
EUROPEAN COVMUNI TY. However, in spite of this ostensibly arns’ -
l ength transaction, the PH LI P MORRI S DEFENDANTS actual |y
controlled the sale of all cigarettes sold by these agents and
di stributors, including those that were sold for snuggling.

Even as to snuggled cigarettes, the PH LI P MORRI S DEFENDANTS set
a price for which cigarettes nust be sold. |If the agents,
distributors, or smugglers did not sell the cigarettes for the
prices set by the PH LI P MORRI S DEFENDANTS, then these

Def endants took punitive action against the agents,

di stributors, and/or snugglers. The requirenent by the PH LIP
MORRI S DEFENDANTS that orders to the renote offices not be in
witing is a further attenpt by PHILIP MORRIS to conceal its
involvenent in illegal activities. A substantial portion of the
cigarettes purchased through the aforesaid procedure were

smuggl ed i nto THE EUROPEAN COVMUNI TY.
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j . The PHI LI P MORRI S DEFENDANTS had | ong- st andi ng
rel ationships with several of their distributors. The PH LIP
MORRI S DEFENDANTS expedited the snuggling of cigarettes through
these distributors in two ways. First, when a price increase
for product was immnent, the PH LI P MORRI S DEFENDANTS woul d
advance order huge volunes of cigarettes at the old, |ower price
such that the favored distributors would receive the benefit of
the old pricing, thereby increasing their profits.

Addi tionally, the PH LIP MORRI S DEFENDANTS woul d grant
exceptionally favorable financing terns to these distributors.
For exanpl e, whereas nost purchasers would be required to pay
for their cigarettes in cash upon delivery, certain distributors
were allowed financing plans that allowed themsixty to seventy-
five days to pay for the cigarettes. Wen one takes into
account the total delivery time for cigarettes, this sixty to
seventy-five day grace period allowed these distributors to keep
two to three tinmes nore cigarettes in the "pipeline" than would
be possible if paynents were in cash upon delivery of the
cigarettes. The PHI LI P MORRI S DEFENDANTS granted these
favorabl e financing arrangenents to these distributors so as to
maxi m ze the anobunt of cigarettes that was avail able for sale
into and through snuggling channels.

K. PH LIP MORRIS has net with, directed, and

entertained their so-called “tax free custoners” in the United
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States. For exanple, in October 1990, PH LIP MORRIS invited
their major custoners, including those involved in snuggling, to
a conference in Scottsdale, Arizona called “Arizona 90.” Senior
menbers of PHILIP MORRI S managenent coordi nated and attended the
conference, including: Marc S. Col dberg, Senior Vice President
of PHI LIP MORRIS COWANI ES, INC. and Hal Quick, Director, Duty
Free Sales, PH LIP MORRI S | NTERNATI ONAL. The neeti ng was

coordi nated through the use of interstate and foreign wres
and/or mails. At the conference, and at other tines, PHLIP
MORRI S ai ded and actively pronoted the actions of snugglers by
provi ding detailed informati on concerning PHILIP MORRI S Latin
America Marketing Task Force; PM USA New Product I nitiatives;
Regi onal Strategic Objectives; and PM | NTERNATI ONAL Mar ket i ng
Overvi ew.

l. The executives of the PH LI P MORRI S DEFENDANTS
intentionally created a circuitous route by which the majority
of cigarettes which are purchased for sale in Europe or South
Anerica nmust be paid for in Switzerland and are shi pped from
| ar ge war ehouses used by PHI LIP MORRI S in Bel gi um or ot her
European countries. PH LIP MORRIS primary purpose for this
circuitous distribution systemwas to nake it nore difficult for
i nvestigators to distinguish between legitimtely and
illegitimately sold cigarettes and to make it difficult or

i npossible for legal authorities to track the paynent for the
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cigarettes and the ultimate destination of the cigarettes. The
PH LI P MORRI S DEFENDANTS know ngly engage in this practice
because they derive enornous financial benefit fromtheir sales
of cigarettes to snugglers. Also, the PH LI P MORRI S DEFENDANTS
achi eve maxi num nmar ket penetration and maxi nrum mar ket share by
dunping billions of contraband cigarettes into THE EUROPEAN
COVWUNI TY and other nmarkets at prices substantially bel ow the
price at which legitimately sold cigarettes can be sold. 1In the
early 1990s, distributors who wi shed to sell Marlboro cigarettes
to snmuggl ers could order the cigarettes and have t hem shi pped
directly fromRi chnond, Virginia, to the offshore distributor
However, beginning in approximtely 1997, the PH LIP MORRI S
DEFENDANTS, in an attenpt to conceal their relationships wth
the distributors and the smuggl ers, established a nore
circuitous route by which the cigarettes would be shipped to
Antwerp and delivered to Weitnauer. The cigarettes would then
be trucked fromAntwerp to Rotterdam The cigarettes would then
be shi pped fromRotterdamto the distributor where they woul d
often be shipped back to THE EUROPEAN COVMUNI TY. Paynent for
the cigarettes would then be nade to Maraval. |In spite of the
fact that the routing of the cigarettes now included the

i nvol venent of two additional conpanies and in spite of the fact
that the distance over which the cigarettes nust be transported

was drastically increased, the distributors were subjected to no
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price increase. The markups, handling charges, and additi onal
shi ppi ng expenses were absorbed by the PH LI P MORRI S DEFENDANTS
so that they could insure that the flow of their cigarettes into
the target countries would continue as intended and that there
woul d be no reduction of nmarket share associated with a price
increase. The strategic plan for the schene set forth above was
devel oped by all the naned PHI LI P MORRI S DEFENDANTS and, in
particular, by the Defendants PHI LI P MORRI S | NTERNATI ONAL, | NC.,
PH LI P MORRI S PRODUCTS, INC., and PH LI P MORRI S | NCORPORATED,
d/b/a PH LIP MORRI S U. S. A

m The PHI LI P MORRI S DEFENDANTS know ngly and
intentionally shipped | arge volunmes of cigarettes to individuals
and corporations in certain free trade zones such as the Col on
Free Trade Zone in Panama. These sales were nmade to conpanies
that were known snuggl ers and/ or known noney | aunderers.
Al t hough the ultimte destination of these cigarettes was not
Panama, the PHI LIP MORRI S DEFENDANTS shi pped these cigarettes to
Panana so that the noney | aunderers could use the secrecy |aws
of the Republic of Panama as a shield by which to divert the
cigarettes to their ultimate destinations w thout being
scrutinized by the agencies and governnents to whom cust ons
duties would be owed on these cigarettes. A substantia
percentage of these cigarettes was ultinmately snmuggled into THE

EUROPEAN COVMUNI TY.  Shi pnments of this type occurred throughout
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the 1990s. Shipnments of this type continue until the present
day. In order for the snuggling schenme to operate, the
cigarettes nust be packaged and | abel ed appropriately and
shi ppi ng docunents nust be prepared for presentation to the
various governnents of the countries where the cigarettes are
sent. The packaging and | abeling of the products in question
and the preparation of the aforesaid docunents are arranged by
t he Defendant, PHI LIP MORRI S PRODUCTS, INC., fromits offices in
Ri chnond, Virginia.

n. Thr oughout the 1990s and continuing into the year
2000, the PHI LI P MORRI S DEFENDANTS continued to know ngly sel
cigarettes to snugglers, or distributors who sell to snugglers,
and have gone to great lengths to conceal this fact fromthe
various | aw enforcenent agencies and custons agencies around the
world charged with the nonitoring of cigarettes sales. For
exanpl e, throughout 1999 and into the year 2000, the PH LIP
MORRI S DEFENDANTS on nunerous occasions notified prosecutors and
custons officials within the governnent of Panama that there is
currently no authorized dealer in the Colon Free Trade Zone in
Panama for the tobacco products of the PH LI P MORRI S DEFENDANTS.
However, the PHI LI P MORRI S DEFENDANTS continue to sell their
products to persons in the Colon Free Trade Zone and conceal
these activities. For exanple, on January 17, 2000, Philip

Morris Wrld Trade S. A, an instrunentality of the PH LIP MORRI S
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DEFENDANTS, sold 440 cases of Marl boro and Marl boro Lights
cigarettes to Weitnauer Services Ltd. of Basel, Swtzerl and.

The PHI LI P MORRI S DEFENDANTS cl ai mto have no know edge of where
the cigarettes went after they were sold to Witnauer. However,
in fact, the delivery note reflecting the delivery of those
cigarettes was faxed by way of U S. wire to one Marco Shrem in
the Col on Free Zone. Marco Shremis the owner of a conpany in
the Free Zone called Marksman Latin America S.A. In spite of
the fact that the confirmation of the sale was sent to M.
Shrem Weitnauer ostensibly did not sell the cigarettes to M.
Shremor to any conpany of which he is an officer. Rather,
Wei t nauer ostensibly sold the cigarettes to a conpany call ed
Interduty Free Tulcan for delivery to a warehouse in Antwerp,
Bel gium Interduty Free Tul can ostensibly shipped the
cigarettes to Interduty Free Panama Inc., |ocated in Panana.
However, that notice of shipnment included notification to a
conpany known as J. F. Hillebrand, U S. A, Inc., located in
Hol | ywood, Florida. The bills of |ading and other pertinent
docunents relative to this shipment were delivered to Hillebrand
US A, Inc. by way of the U S. wres and/or nails on or about
February 17, 2000. The cigarettes in question were ostensibly
destined for Ecuador and the declarations of commercial novenent
i ndi cate that the cigarettes shoul d have been shi pped through

t he Panama Canal w thout being offl oaded and delivered straight
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to Ecuador. However, when the cigarettes arrived in Panama
they were of fl oaded and placed in a warehouse w t hout the proper
decl arations being prepared. As a result of the illegal

unl oading of the cigarettes, the cigarettes were seized by
Panamani an custons authorities. At the tinme Panamani an custons
authorities seized the cigarettes, they discovered Marco Shrem s
enpl oyees renovi ng the nunbers and markings fromthe cases of
Mar | boro cigarettes. Even though all docunents indicate that
the cigarettes are the property of Interduty Free Panama Inc.,
Mar co Shrem has appear ed before the Panamani an custons aut hority
with docunentary proof fromthe PH LI P MORRI S DEFENDANTS t hat
the cigarettes belong to himand to Marksnan Latin Anerica S. A
Because the PHI LI P MORRI S DEFENDANTS provi ded proof that the
cigarettes belonged to Marksnman Latin America S. A, the
cigarettes were eventually released to that conpany. They were
t hen, under the watchful eye of Panamani an customnms authorities,
sold to individuals who it is believed took themto Col onbi a.
Because the cigarettes in question were seized, it is not

possi ble to know the intended destination of these cigarettes
had they not been seized. However, shipping records relative to
Mar ksman Latin Anerica S. A denonstrate that a | arge portion of
t he products purchased and sold by this conpany are snuggl ed
illegally into THE EUROPEAN COMMUNI TY. The PHI LI P MORRI S

DEFENDANTS i ndi sput ably have knowl edge as to the true buyer of
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the cigarettes by virtue of the fact that the PH LIP MORRI S
DEFENDANTS sent the pertinent delivery docunents to Marco Shrem
The knowl edge that the cigarettes were being sold into smuggling
channels is denonstrated by the convol uted process by which the
PHI LI P MORRI S DEFENDANTS sold the cigarettes so as to concea
the identity of the ultimte purchaser from | aw- enforcenent
agenci es.

0. The PHI LI P MORRI S DEFENDANTS nade arrangenents by
whi ch srmuggl ers and those who distributed to snmugglers could pay
for their cigarettes in Switzerland so as to avoid detection of
t hese paynents. In fact, PH LIP MORRI' S has noved the records
concerning many of its illegal activities worldw de to
Switzerland so as to escape the surveillance of the governnents
which are victimzed by PHILIP MORRIS illegal activities.

p. For many years, PH LIP MORRI'S and ot her tobacco
manuf act urers have conspired, through concert of action, to
m sl ead and obstruct efforts within THE EUROPEAN COVWUNI TY to
address smuggli ng and ot her tobacco-related problenms. (i) Upon
information and belief, on January 19 and 20, 1978, PHLIP
MORRI S, RJR, and other manufacturers forned the “EEC Task Force
on Consunerism” The purpose of the organization was, in the
words of its “confidential” mnutes, “[t]o inhibit totally or
partially the activities of the Brussels’ bureaucracy in al

matters concerni ng tobacco advertising, tobacco distribution and
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snoki ng and health questions.” On that date, the organization
agreed to consider the proposal for “* throwing sand in the
gears of Brussels by nmaking use of the differences of opinion
and conpetences (sic) in the different services.” (ii) PHLIP
MORRI'S, RIJR and others fornmed and funded t he Confederation of
Eur opean Conmunity Cigarette Manufacturers Ltd. (CECCM for the
pur pose, anong others, of representing its nenbers’ public
affairs interests within THE EUROPEAN COVWUNITY. In the March
1995 issue of its publication “Equilibrium” CECOM acting on
behal f of its nmenbers including PHILIP MORRI S and RJR, asserted
t hat high taxes create an enornous “black market" but failed to
di scl ose the responsibility of the tobacco conpanies for the
smuggl i ng probl em wi thin THE EUROPEAN COWUNI TY. (iii) In
addition, the PH LI P MORRI S DEFENDANTS, through the words and
actions of their agents and enpl oyees, falsely represented to

t he | aw-enf orcenent agenci es of various governnents, including
the United States and THE EUROPEAN COMMUNI TY, that they were
attenpting to conbat smuggling when, in fact, they were actively
supporting snuggling. Wile concealing their conplicity in
smuggl i ng, the PH LI P MORRI S DEFENDANTS engaged in a w despread
public-relations canpaign, carried out through use of the mails
and the wires, condemning “high taxes” as the cause of

smuggl ing. This canpai gn was and continues to be part of a

| ong-term corporate policy carried out by, anong others, PH LIP
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MORRI S External Affairs G oup, which sought to “mnimze excise
t axes and governnental interference in the production and
mar keting of cigarettes.” In or about 1992, PH LIP MORRI S used
the interstate and international wires to circulate a corporate
policy entitled: “External Affairs, Protecting Trademark
Equities, 1993-1997.” In order to mnimze taxes and obstruct
governnent oversight, PH LIP MORRIS inplenmented its plan to
“updat e and devel op studies that illustrate the probl ens of
cross-border sal es/bootlegging.” (iv) In approximtely 1999, the
PH LI P MORRI S DEFENDANTS entered into witten agreenents with
one or nore Menber States of THE EUROPEAN COVMUNI TY wherein the
PHI LI P MORRI S DEFENDANTS prom sed that they would take a variety
of steps to conbat smuggling into THE EUROPEAN COMWUNI TY. The
PH LI P MORRI S DEFENDANTS executed these agreenments so as to
decei ve THE EUROPEAN COVMMUNI TY and its Menber States into
believing that the PH LI P MORRI S DEFENDANTS were not involved in
the smuggling and that the PH LI P MORRI S DEFENDANTS woul d, in
fact, help conbat the sruggling. THE EUROPEAN COMMUNITY and its
Menber States justifiably relied upon the witten
representations by the PH LI P MORRI S DEFENDANTS t hat they woul d
hel p conbat snuggling, and thereby incurred econom c harm

g. The PHI LI P MORRI S DEFENDANTS specifically design

and/ or redesign the packaging of their cigarettes so as to nake
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it difficult for custons officials in various countries to
identify cigarettes that have been snuggl ed.

r. In order for cigarette snmuggling to be conducted
efficiently, certain | abeling and stanping nust be conducted at
the factory where the cigarettes are produced. Certain
| abel ing, health warnings, and the | anguage in which the package
is printed have a significant effect on the value of the
cigarettes at their ultimte destination. Also, in order to
smuggl e cigarettes into certain countries, tax stanps often are
affixed to the cigarettes at the factory at the tinme of
packagi ng. The PHI LI P MORRI S DEFENDANTS, on a regul ar basi s,
packaged their products specifically to neet the needs of their
smuggling custoners. Additionally, it is a routine practice to
attach tax stanmps or, on many occasions, counterfeit tax stanps
on the product at the factory. A reasonable inquiry as to the
source of the tax stanps, by the PH LIP MORRI S Def endants and/ or
their licensees, or a reasonable exam nation of counterfeit tax
stanps woul d easily reveal that the cigarettes in question are
bei ng purchased for snuggling purposes. However, the Defendants
and/or their licensees knowingly affix inproper stanps to their
cigarettes or willfully turn a blind eye to the issue of
counterfeit stanps so as to nmaximze the illicit sale of their

product s.
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S. Thr oughout the 1990s, the PH LIP MORRI S
DEFENDANTS have facilitated and controlled snuggling activities
by neans of the fixing of prices on snuggled cigarettes
t hroughout the world. The fixing of prices is essential to
mai nt ai ni ng the Defendants' control over the snuggling operation
i nasnmuch as unrestrained distribution of |owcost contraband
coul d undercut PH LIP MORRIS sales of the relatively small
anounts of legally inported tobacco products. A conspiracy
between the PHI LI P MORRI S DEFENDANTS and anot her tobacco
manufacturer to fix prices on snuggled cigarettes began at a
nmeeting at the John F. Kennedy International A rport in Queens,
New York, on February 14, 1992. That neeting was attended by
Peter Schreer and Fred Hauser, representing the PHI LIP MORRI S
DEFENDANTS. At that neeting, to the best know edge of the
Plaintiff, PH LI P MORRI S DEFENDANTS and the ot her manufacturer
nmet for the first time to set forth a strategy to coordinate
their price fixing and coordi nate snmuggling of their respective
brands. At that neeting, it was agreed that there would be
future neetings. This neeting, as well as others anong these
parties, was arranged and conducted through the Defendants' use
of the interstate and/or foreign wires and nmails inasnuch as it
was the custom and practice of Defendants to coordi nate
schedul i ng of, and nake arrangenents and reservations for, such

nmeeti ngs through use of the wires and mails shortly before the
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time of the nmeeting, and to circulate the mnutes of the
nmeetings through the mails and/or facsimle wire transm ssions
shortly after the tinme of the neeting.

t. As a consequence of the neeting at John F.
Kennedy International Airport in February 1992, a followup
nmeeti ng was held on August 5, 1992, between representatives of
the PH LI P MORRI S DEFENDANTS and representatives of another
cigarette manufacturer. At that nmeeting, the PH LIP MORRI S
representatives discussed not only a price-fixing schene for
legally sold cigarettes, but also a price-fixing schene for
snmuggl ed cigarettes. The mnutes of that nmeeting specifically
refer to the setting of a price on “DNP” cigarettes. “DNP”
stands for “duty not paid” and is the industry euphem sm for
snmuggl ed cigarettes. The PHI LI P MORRI S DEFENDANTS
representati ves who attended and directed this neeting were
Peter Schreer, President of the Latin-Anerican Region for PH LIP
MORRI S, Rafael Arguelles, Vice-President for the Latin-Anerican
Region for PH LIP MORRI' S, and Fred Hauser, Vice-President for
Central Anmerica, Puerto Rico, and Dom nican Republic for PH LIP
MORRI'S. This neeting was arranged by the participants through
the use of the U S. wires and/or mails including conmunications
bet ween Peter Schreer in New York and other individuals on June
18, 1992. In fact, agreenents between the PH LIP MORRI S

DEFENDANTS and ot her manufacturers on price-fixing of cigarettes
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continued throughout the 1990s in spite of the fact that it was
known by these Defendants that price fixing was illegal. 1In
that a substantial percentage of the cigarettes sold to

di stributors and snugglers in Central and South Anerica are
ultimately smuggl ed i nto THE EUROPEAN COVMUNI TY, the aforesaid
pricing-fixing agreenment had the effect of fixing prices for
cigarettes that were ultimtely snuggl ed i nto THE EUROPEAN
COMMUNITY. Simlar coordination and agreenents between the

PHI LI P MORRI S DEFENDANTS and ot her cigarette conpanies exist to
control the prices of snuggled cigarettes throughout the world,
including into THE EUROPEAN COVMUNI TY.

u. From at | east Cctober 1995 through April 1997,
the PH LI P MORRI S DEFENDANTS know ngly supplied | arge vol unes of
cigarettes to a srmuggling group in the United Kingdomthat was
in turn snuggling cigarettes into the Menber States of THE
EUROPEAN COVMMUNI TY, including Portugal. One of the conpanies
invol ved in the snuggling operation was Entire Warehousi ng.
Additionally, there were at |east six other related conpanies
that were engaged in a nmassive cigarette-snuggling, noney-
| aundering scheme. Through the period 1995 through 1997, the
af oresai d conpani es snuggl ed thousands of cases of cigarettes
manuf actured by the PH LI P MORRI S DEFENDANTS i nto THE EUROPEAN
COMMUNI TY. The PHI LI P MORRI S DEFENDANTS sold cigarettes to

distributors with the full know edge that the true purchaser of
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the cigarettes was this smuggling group. The snugglers created
fal se docunents so as to defraud custons officials and create

t he appearance that the cigarettes were being exported to
destinati ons outside THE EUROPEAN COMMUNI TY, such as Mdrocco,
Mozanbi que, and Angola. In fact, however, the cigarettes were
smuggl ed into Menber States of THE EUROPEAN COMMUNI TY, i ncl udi ng
Portugal . The snugglers, in order to purchase cigarettes of
this large quantity were required to notify the PH LIP MORRI S
DEFENDANTS as to the | ocation into which they intended to
distribute the cigarettes. The PH LI P MORRI S DEFENDANTS, by
virtue of their network of personnel in Europe and Africa knew
that the cigarettes were not arriving in Africa, but rather were
bei ng snuggl ed into the Menber States of THE EUROPEAN COVMUNI TY.
In spite of the knowl edge by the PHI LI P MORRI S DEFENDANTS t hat
these cigarettes were being smuggl ed i nto THE EUROPEAN
COVWWUNI TY, the PHI LI P MORRI S DEFENDANTS continued to sell the
cigarettes to the snugglers and, in fact, encourage the

smuggl ers to purchase nore cigarettes. A substantial percentage
of the cigarettes in question was manufactured in the United
States, and orders for the cigarettes were placed with the

PHI LI P MORRI S DEFENDANTS in the United States through the United

States wire and/or mails.
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Shi pment s snuggl ed i nto THE EUROPEAN COMMUNI TY t hr ough

t he aforesaid scheme include, by way of exanple, the follow ng:

Dat e Descri ption Pur ported Act ua
Desti nation Desti nation

1/10/96 300 master cases Mor occo Spai n
Mar | boro cigarettes

1/12/96 200 naster cases Mor occo Spai n
Mar |l boro cigarettes

1/17/96 50 master cases Mor occo Spai n
Mar | boro cigarettes

2/ 16/ 96 300 master cases Mor occo Spai n
Mar | boro cigarettes

4/ 18/ 96 600 master cases Mor occo Spai n
Mar | boro cigarettes

4/ 25/ 96 500 naster cases Mor occo Spai n
Mar | boro cigarettes

5/ 29/ 96 425 naster cases Mor occo Spai n
Mar | boro cigarettes
225 master cases Mor occo Spai n
Merit cigarettes

5/30/96 425 naster cases Mor occo Spai n
Mar | boro cigarettes
225 master cases Mor occo Spai n
Merit cigarettes

7/ 15/ 96 425 naster cases Mor occo Spai n
Mar | boro cigarettes
200 naster cases Mor occo Spai n
Merit cigarettes
100 master cases Mor occo Spai n

Philip Morris cigarettes.
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34. The PH LIP MORRI S DEFENDANTS entered into an
under st andi ng or agreenment, express or tacit, with its
di stributors, custoners, agents, consultants, and other co-
conspirators, to participate in a comon schene, plan or design
to commt tortious acts and thereby snuggl e contraband
cigarettes into THE EUROPEAN COMMUNI TY. I n pursuance of the
agreenment, PHILIP MORRIS and RJR forned, managed, and directed
the affairs of several groups including, without Iimtation: (a)
International Committee on Snoking Issues (“1COSI”); (b) EEC
Task Force on Consunerism (c) International Duty Free
Conf ederation (“IDFC'); (d) “Confederation of European Community
Cigarette Manufacturers Ltd.” (“CECCM); and (e) CECCM s “Duty
Free Study G oup” which was conprised entirely of conpany
representatives, including those of PHHLIP MORRI S and RIR
PH LIP MORRI S and RJR, acting through the aforesaid groups,
obstruct ed governnent oversight and represented to Plaintiff and
the public that the cause of the “black market” was high taxes
when, in fact, it was the conduct of the tobacco conpanies,
including PHILIP MORRIS and RJR, that was the direct cause of
the “black market” and Plaintiff’'s injuries. PHLIP MORRIS and
RIR s joint, false representations in the furtherance of the
conspiracy conceal ed their involvenent in snuggling operations

and msled Plaintiff, and such conduct constituted, anong ot her
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t hi ngs, fraud, negligent m srepresentation, unjust enrichnent,
publ i ¢ nui sance, and negligence, thereby causing harmto
Plaintiff, all as alleged above. Al so in pursuance of the
agreenent, the PH LI P MORRI S DEFENDANTS and their distributors,
custoners, agents, consultants, and other co-conspirators acted
tortiously by, anmong other things, conmmtting the aforesaid acts
constituting fraud, negligent m srepresentation, unjust
enrichment, public nuisance, and negligence, thereby causing
harmto Plaintiff. The PH LI P MORRI S DEFENDANTS, through joint
action with their co-conspirators, acted tortiously, recklessly,
unlawful Iy, and negligently, to the detrinent of Plaintiff. By
nmeans of the aforesaid concerted action, the PHLIP MORRI S
DEFENDANTS and their co-conspirators are jointly and severally
liable for the torts and ot her wongful conduct alleged herein.
a. PH LI P MORRI S DEFENDANTS were conspirators and
direct participants in the affairs of the snuggling enterprise,
and each participant in the conspiracy is responsible for the
actions of the others in pursuit of the sruggling schene.
Acting for the benefit of the PH LIP MORRI S DEFENDANTS and w th
t he knowl edge and aut hori zation of corporate executives of the
PHI LI P MORRI S DEFENDANTS, the PHI LI P MORRI S DEFENDANTS, acti ng
with and through their conspirators, agents, and enpl oyees,
carried out the foregoing activities to facilitate the snuggling

schene.
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b. The acts and omi ssions of the individuals
enpl oyed by the PH LI P MORRI S DEFENDANTS are inputed to the
PH LI P MORRI S DEFENDANTS under the doctrines of vicarious
liability and respondeat superior. The PH LI P MORRI S DEFENDANTS
actually benefited fromthe performance of predicate acts
t hrough increased sales, profits, nane-brand recognition, and
mar ket share. The PHI LI P MORRI S DEFENDANTS and t heir enpl oyees
were central figures and aggressors in the fraudul ent schene,
and PH LIP MORRI' S personnel and executives perforned their
fraudul ent and other illegal acts on behalf of the PH LIP MORRI S
DEFENDANTS within the scope and course of their enploynment with
PHI LI P MORRI S DEFENDANTS.

C. The PHI LI P MORRI S DEFENDANTS are |iable under
principles of agency. Each of the PH LIP MORRI S DEFENDANTS i s
responsi bl e for the conduct of its supervisory enpl oyees who had
either intentionally disregarded the | aw or had acted with plain
indifference or willful blindness to its requirenents.

d. During all relevant tines, the PH LIP MORRI S
DEFENDANTS conmmuni cated with each other and with their co-
conspirators on virtually a daily basis, by neans of interstate
and international mails and wires, as a neans of obtaining
orders for cigarettes, arranging for sale and shipnent of
contraband cigarettes, and arranging for and receiving paynent

for the cigarettes in question. Under principles of conspiracy
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and concert of action, the PH LIP MORRI S DEFENDANTS are jointly
and severally liable for the actions of their co-conspirators in
the furtherance of the snuggling schene.

e. The PHI LI P MORRI S DEFENDANTS and/or their co-
conspirators utilized the United States and international mails
and wires, and ot her neans of communi cations, to prepare and
transmt docunents that m sstated the ultimate destination of
the cigarettes in question so as to mslead the authorities
within the United States and THE EUROPEAN COMUNITY in regard to
the actual destination of cigarettes that are transported into
Europe. THE EUROPEAN COMMUNI TY and its Menber States reasonably
relied on said msrepresentations of fact in accounting for the
cigarettes in question and assessing custons duties on
cigarettes entering THE EUROPEAN COWUNI TY, and THE EUROPEAN
COMMUNI TY was danaged as a result of such reliance.

f. The Defendants, their subsidiary corporations,
and their co-conspirators use the United States mail and
t el ephonic and other wire forms of comunication on a conti nual
basis to bill and pay for the snuggled cigarettes, confirm
billing and paynent for the snuggled cigarettes, to account for
t he paynent of the snuggled cigarettes to the Defendants and
their subsidiaries, and to maintain an accounting of the

proceeds received by the Defendants fromthe sale of the illegal
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cigarettes, with said proceeds ultinmately being returned to the
Def endants in the United States.

g. The Defendants’ co-conspirators, the distributors
and snugglers, utilize the United States nail and wire
communi cations on a continuing basis in order to determ ne
mar keting strategies, order cigarettes, arrange for sale of the
cigarettes, arrange for distribution of cigarettes, arrange for
paynent for cigarettes, and to support other aspects of the
smuggl i ng schene.

h. In that the illegal sale of cigarettes into THE
EUROPEAN COMMUNI TY is a nulti-mllion dollar per year operation
and is ongoing on a daily basis, it is inpractical and
i npossi ble to delineate each fraudul ent conmunication in what is
a pervasi ve and ongoing use of the nmails and wires in
furtherance of the snmuggling activities.

i The PHI LI P MORRI S DEFENDANTS, in addition to
using the mail and w re comuni cations thensel ves, caused the
mai | ing and use of wire comunications in that they acted with
know edge that the use of the mail and/or w re conmunications
would follow in the ordinary course of business and/or could be
reasonably foreseen as a result of their activities; and the
mai ling or use of wire conmuni cations was for the purpose of
executing the schenme, to wit, the snuggling activities. The

aforesaid nmail and wire transm ssions furthered the schenme and
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were incidental to an essential part of the schene in that the
af oresai d communi cations were necessary for the co-conspirators,
who were separated by great distances, to effectuate their
common goals within the snuggling enterprise.

] . The PHI LI P MORRI S DEFENDANTS have used, and
continue to use, the wires, mails, and the internet to further
their schene to defraud Plaintiff and deprive it of noney and
property, while attenpting to conceal their conplicity in the
smuggl i ng schene.

The PHI LI P MORRI S DEFENDANTS have fal sely denied their
conplicity in snmuggling activities. (i) The PH LIP MORRI S
DEFENDANTS f al sel y deni ed i nvol venent in snuggling, and cl ai med
that the snuggling was "unfairly" conducted by "soneone who
carries [Philip Morris] products.” Letter fromElizabeth Cho,
spokesperson for PHI LI P MORRI S | NTERNATI ONAL, INC., to the
Center for Public Integrity, Washington, D.C., sent by facsimle
transm ssion in |late January or February 2000; (ii) The PHLIP
MORRI S DEFENDANTS f al sely announced: "W will not condone,
facilitate or support contraband or noney |aundering,"” but
failed to disclose that the PH LI P MORRI S DEFENDANTS control | ed,
directed, and profited from snuggling activities for many years.
Letter fromElizabeth Cho, spokesperson for PH LIP MORRI S

| NTERNATI ONAL, INC., to the Center for Public Integrity in
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Washi ngton, D.C., sent by facsimle transm ssion in January or
February 2000.

k. The PHI LI P MORRI S DEFENDANTS have fal sely stated
that snuggling was and is outside of their control.
Specifically, in or about January or February 2000, the PH LIP
MORRI S DEFENDANTS asserted that "anti-contraband” efforts were
the responsi bility of "custons adm nistration, border security
forces or the | aw enforcenment departnments” of other countries,
but failed to disclose that the PH LI P MORRI S DEFENDANTS are and
have been engaged in distribution to the “black market,” and
t hat the Defendants have control over such distribution. Letter
fromElizabeth Cho, spokesperson for PH LIP MORRI S
| NTERNATI ONAL, INC., to the Center for Public Integrity in
Washi ngton, D.C., sent by facsimle transm ssion in January or
February 2000.

The PHI LI P MORRI S DEFENDANTS have fal sely asserted
t hat they have cooperated with governnental efforts to end
smuggling. |In or about January 2000, the PH LIP MORRI S
DEFENDANTS fal sely asserted that they "have been actively
i nvol ved i n supporting governnments' anti-contraband prograns in
many countries around the world." The Defendants failed to
di scl ose that the PH LIP MORRI S DEFENDANTS are and have been
engaged in distribution to the “black market” in THE EUROPEAN

COMMUNI TY and el sewhere, and that the Defendants have done al
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they can to underm ne governnmental efforts to end smnuggli ng.
Letter fromElizabeth Cho, spokesperson for PH LIP MORRI S

| NTERNATI ONAL, INC., to Center for Public Integrity in

Washi ngton, D.C., sent by facsimle transm ssion in January or
February 2000.

l. The PHI LI P MORRI S DEFENDANTS have fal sely stated
that snuggling is caused by high taxes. |In or about January or
February 2000, the PH LIP MORRI S DEFENDANTS fal sely asserted
that snmuggling results from"extrenely high | evels of taxation”
and "in sone cases, trade restrictions.” The Defendants failed
to disclose that snuggling was caused by the practices and
policies of the PH LIP MORRI S DEFENDANTS. The Def endants
further failed to disclose that the PH LI P MORRI S DEFENDANTS are
and have been engaged in distribution to the “black market.”
Letter fromElizabeth Cho, spokesperson for PH LIP MORRI S
| NTERNATI ONAL, INC., to the Center for Public Integrity in
Washi ngton, D.C., sent by facsimle transm ssion in January or
February 2000.

m PHI LI P MORRI S adopted a corporate plan to use the
“probl em of contraband” as a tool to reduce or neutralize taxes
and thereby enhance income. On June 8, 1994, PH LIP MORRI S
announced that its principal, core strategy for its so-called
“EEC Region” for the period 1995 t hrough 1997 was to

“Reduce/ neutralize excise tax threats to growth/IFO” “IFO is
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believed to be an acronym for “incone from operations.”
Moreover, PHI LIP MORRI S adopted, as part of its Five Year Plan
(1994-1998) for its EEC Region, the goal of mnimzing the
“incidence” of taxation. In that Plan, PH LIP MORRI S stated
that “[o]ver the long-term our efforts will focus on | obbying
to obtain specific tax restructuring by highlighting the soci al
and fiscal problenms with contraband.” Through “I obbying” wthin
THE EUROCPEAN COWMUNITY, PHILIP MORRI S used a “problenf of its
own creation -- contraband -- to enhance incone, while
concealing that it was the root cause of the “problent and
falsely representing that the “problenf was not its
responsibility.

n. In the 1990's, the PHI LI P MORRI S DEFENDANTS
destroyed docunents related to its so-called "tax-free
custoners” and thereby concealed PMs direct involvenent in and
pronotion of snuggling activities. From Novenber 29, 1988, to
Decenber 3, 1988, Ceoffrey Bible of PH LIP MORRIS convened a
series of neetings in Boca Raton, Florida, in order to take
aggressi ve action agai nst perceived threats to PH LIP MORRI §

t obacco busi ness worl dw de. The neetings culmnated in the
creation of the so-called “Boca Raton Action Plan.” A key
conponent of the plan was the “Docunent Retention Plan” which,
as PHILIP MORRIS own docunents show, was a plan to “retire”

docunents with dispatch. The program was i nplenented through
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actions of PHI LIP MORRI S | NTERNATI ONAL taken at its offices at
120 Park Avenue in New York City. PHLIP MORRIS internationa

| egal staff, including Bradley Brooks in New York and Steve
Parrish in Switzerland, was responsible for the inplenentation
of the program which included regional education prograns
conducted by PMInternational, as well as the creation of a task
force, led by PHHLIP MORRIS top |awer, Miurray Bring, to
develop a policy for all operating conpanies. |In the aftermath
of the programis inplenentation and pursuant to conpany-w de
policy, PH LIP MORRI S destroyed nmany boxes of docunents rel evant
to this action. PHLIP MRRIS own records show that in the
1990’ s, the PH LI P MORRI S DEFENDANTS destroyed records,

i ncl udi ng correspondence and order files, related to “Zeinal,”
“Mansur Tradi ng” and others — all entities that PH LIP MORRI S
has openly described as its “tax-free” custoners. By further
exanpl e, on one day al one (January 8, 1991), PH LIP MORRI S,
pursuant to an order telecopied to PMs Supervisor of Records
Managenent, destroyed at |east 43 cartons of docunents related
to export sales, including docunents described as: (a) “Duty

Free Sales,” (b)“Mnsur Tradi ng Freezone Shi pnents/Corr, Msc,”
(c) “Mansur Tradi ng Freezone Shippnents (sic) & Msc.,” and (d)
Salas Int’l.” PHILIP MORRIS destruction was directly authorized

at the highest corporate |evels, including through nultiple

orders from Fred Hauser at PMs headquarters in New York to PMs
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docunent storage facility in Carlstadt, New Jersey. 1In addition
to such destruction, according to PHILIP MORRI S enpl oyee’ s
handwitten notes, PH LIP MORRIS files were also “sent to
Ecuador,” such as the delivery of 11 files to Ecuador pursuant
to the authorization of Fred Hauser, which order was confirned
by facsimle transm ssion from Carl stadt, New Jersey to PH LIP
MORRI S- New York on March 27, 1991. The docunent “retirenent”
program has continued in the 1990’s inasnmuch as PH LI P MORRI S
i nformed “records coordi nators” and “informati on systens
departnents” throughout the conpany that there was no duty to
suspend di sposal of docunents relating to the sale of tobacco
products intended for sale outside the United States. Upon
information and belief, based on published reports concerning
PH LIP MORRI'S, the conpany has acted to “destroy” and “bury” PM
docunents since the 1970's. The docunent purges at PHILIP
MORRI' S, including renmoval of docunments to Ecuador, were
ef fectuated through the use of interstate and international
wires, and are evidence of PHILIP MORRIS direct involvenent
with smugglers and its attenpts to conceal such invol venent.
PH LIP MORRIS actions and policies have inpeded Plaintiff’s
ability to plead the full extent of the fraudul ent schene.

35. a. RIR s snmuggling enterprise, which is an
associ ation-in-fact, has generated hundreds of mllions of

dollars inillegal profits for the RIR DEFENDANTS. A | arge
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portion of these illegal profits is returned to the Defendants
in their offices and facilities in the United States. The RIR
DEFENDANTS recei ved the i ncone and proceeds of the snuggling
schenme, and used and i nvested such incone and proceeds, or a
portion thereof, to acquire an interest in, establish, and
operate the snuggling operation.

b. PH LIP MORRIS snuggling enterprise, which is an
associ ation-in-fact, has generated hundreds of mllions of
dollars inillegal profits for the PH LIP MORRI S DEFENDANTS. A
| arge portion of these illegal profits is returned to the
Defendants in their offices and facilities in the United States.
The PHI LI P MORRI S DEFENDANTS recei ved the incone and proceeds of
t he srmuggling schene, and used and invested such incone and
proceeds, or a portion thereof, to acquire an interest in,
establ i sh, and operate the snuggling operation.

36. The smuggling of cigarettes has becone such a
maj or activity that crimnals in both the United States and in
THE EUROPEAN COMMUNI TY have becone actively involved in these
activities. The Defendants knew or consciously avoi ded
know edge and/ or shoul d have known that the illegal snuggling
activities that the Defendants are supporting are being
conducted by and/or are of benefit to said crimnals. For
exanple, (a) RIR s chairman, Steven ol dstone, has acknow edged

that “organized crinme is already deeply into the cigarette
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smuggl i ng busi ness, and that Russian, Mddl e Eastern and Asi an
organi zed crime groups are also involved” and “*are involved in
firearnms and narcotics trafficking, alien snuggling, and other
illegal activities.”” (b) M. Goldstone has al so acknow edged
t he dangerous nethods by which the “black market” for tobacco
operates: “Organized crimnal enterprises imediately invest in
a conprehensi ve, sophisticated infrastructure for illegal
distribution. Ships are chartered; tractor-trailers are | eased;
war ehouses are procured in and around the major retail markets.
* * * For retail distribution, the organizations turn first to
street gangs that already exist here, just like they did in
Europe. The gang nenbers who sell marijuana find the cigarette
busi ness nore profitable and | ess risky. The gangs begin by
selling it on street corners, subway exits and around schoo
yards. * * * The illegal market beconmes so efficient and robust
that every thief sees a pack of cigarettes as ready cash
Thi eves start breaking into stores just to steal cigarettes.
The stores need arned guards at night to prevent break-ins.
Trucks transporting legitimate product do becone |ike Brinks
trucks, with arnmed guards riding shotgun to prevent hijacking.”
In fact, since the time of M. Coldstone's statenents,
the situation has becone nuch worse. In the first few nonths of
2000, at least two Italian revenue agents (Guardia di Finanza)

have been nurdered by cigarette snmugglers who were caught in the
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act of snmuggling the cigarettes manufactured by the Defendants.
Thr oughout Europe, cigarettes and narcotics are routinely
smuggl ed together, and the incidence of violence associated with
the snuggling of cigarettes is rising rapidly. Hi gh-ranking
executives of RIJR and PHI LIP MORRI S knew or reasonably shoul d
have known that their tobacco products were being sold to and
t hrough notori ous smuggl ers through dangerous neans, and failed
to act with reasonable care to investigate and abate the
smuggl ing activities or otherwi se act to prevent the damage to
Plaintiff.

37. Al the aforesaid activities occurred with both
t he knowl edge and the direction of persons at both mddle
managenent and hi gh-1 evel nmanagenent positions within the
Def endant corporations. The vast najority of the cigarettes
that are utilized in this enterprise are shipped fromthe United
States. The vast nmjority of the activities of the RIR
Def endants that are the subject matter of this conplaint,
i ncl udi ng managenent deci sions, and direction of the enterprise
are conducted by the Defendants in the United States and, nore
particularly, fromthe Defendants’ offices in the State of New
York. The vast mpjority of activities of the PH LIP MORRI S
DEFENDANTS that are the subject matter of this conplaint,
i ncl udi ng managenent deci sions, and direction of the enterprise

are conducted by the Defendants in the United States and, nore
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particularly, fromthe Defendants’ offices in the State of New
Yor k.

38. The majority of the conduct of the Defendants
which is material to this case is conducted by the Defendants in
the United States. There is a substantial effect experienced in
the United States and in this district as a result of the
enterprises that are the subject matter of this conpl aint
because:

a. This District, and its transportation facilities,
have been used by the Defendants as a springboard for
transnational snuggling activities, and it was at JFK
International Airport that the PH LIP MORRI S DEFENDANTS and
anot her tobacco manufacturer agreed to fix prices on snuggl ed
cigarettes.

b. The Defendants receive, and have received, the
profits and proceeds of said enterprises in the United States,
and such funds have been repatriated to this country through
noney | aundering and other acts of conceal nent, all of which
threaten the integrity of the United States financial system

c. The smuggling schene is used to aid and abet the
conduct of narcotics traffickers in the United States. The U S.
Treasury Departnment has described the Bl ack Market Peso Exchange
as perhaps the nost dangerous noney | aundering schene ever

encountered, and the proceeds of narcotics transactions on the
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streets of this country are |l aundered through the purchase of
cigarettes, which in turn are snuggl ed abroad.

d. The United States and THE EUROPEAN COMMUNI TY have
recogni zed by international conventions that it is in their
mutual interest to bring an end to transnational snuggling
schenes, and the Defendants’ conduct contravenes the vital
public interest in stenmming such illicit conduct.

e. The smuggling schene is carried out through acts of
wire fraud and mail fraud, and such conduct harns the United
States’ interest in preventing schenmes carried out through the
U. S. tel ecommuni cations system and postal system

f. Large volunes of false docunents have been filed
with the United States Custons Service and the Bureau of
Al cohol, Tobacco and Firearns so as to deceive the United States
Custons Service and the Bureau of Al cohol, Tobacco and Firearns
and allow the snuggling to continue.

g. The smuggling schenes are intertwined with
organi zed crime in New York City. Sone of the |argest and nost
dangerous cigarette/ narcotics snugglers in the world reside and
conduct business in the Eastern District of New York. The
Def endants have | ong been on notice that cigarette snuggling
activities are conducted by organi zed crine, including
operations in Brooklyn and Queens. 1In or about 1994, the

Nati onal Coalition Against Crine and Tobacco Contraband, which
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was funded by various tobacco conpanies including RIR retained
Li ndqui st Avey Macdonal d Baskerville Inc. ("Lindquist") to,
anong ot her things, investigate and anal yze cigarette snuggling
in the United States. In its August 15, 1994, report, Lindquist
observed that "New York investigators also found that the
Russi an nob was active in cigarette snuggling in Brooklyn" and
"there are at |east four bootleggers. . . serving.

comunities in Brooklyn and Queens.” Furthernore, certain

i ndi vidual s who work and reside in the Eastern District of New
York have established a multi-mllion dollar industry within the
Eastern District of New York for the | aundering of the proceeds
of illegal cigarette sales. MIllions of dollars worth of rea
estate have been purchased within the Eastern District of New
York as a neans of |aundering noney that is the proceeds of
illegal cigarette sales.

h. The existence of snuggling has been utilized as a
public-relations and | obbying tool by which the Defendants have
conspired to prevent the United States and the individual states
of the United States fromraising cigarette taxes by threatening
that increased taxes will lead to snuggling and the rel ated
econom ¢ problens that have haunted other countries for the |ast
ten years. The Defendants and ot her cigarette conpani es provide
fundi ng for organi zati ons such as the National Coalition Agai nst

Crime and Tobacco Contraband that purports to be a citizens
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group ained at reducing crine by legitinmate neans when, in fact,
it is nothing nore than a public-relations and | obbying front
for the tobacco industry.

i. A large percentage of the banking and financi al
records which are relevant to this case are in the possession of
Citibank in New York. The records in question are either stored
in or accessed through Citibank's processing center in Queens,
New Yor K.

J . The PHI LI P MORRI S DEFENDANTS and RJR DEFENDANTS
entered i nto an understandi ng, express or tacit, to take actions
to cause the snuggling of contraband cigarettes into THE
EUROPEAN COMMUNI TY and obstruct government efforts to address
t he problem of snuggling. In pursuance of the agreenent, the
PH LI P MORRI' S DEFENDANTS and the RIJR DEFENDANTS, acting in
concert with other cigarette conpanies, funded “front”
organi zati ons and pronoted public-relations and politi cal
initiatives so as to represent to the Plaintiff and the public
that the cause of the “black market” was high taxes, when, in
fact, the conduct of the tobacco conpanies, including the PHLIP
MORRI S DEFENDANTS and RJR DEFENDANTS, was a direct cause of the
“black market” and the Plaintiff’s injuries. The joint, false
representations by the PH LI P MORRI S DEFENDANTS and RIR
DEFENDANTS in the furtherance of the conspiracy conceal ed their

i nvol vement in snmuggling operations and msled the Plaintiff,
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and such conduct constituted, anong other things, fraud,
negl i gent m srepresentation, unjust enrichnment, public nuisance,
and negligence, thereby causing harmto the Plaintiff, all as

al l eged above. As to all of the predicate acts set forth
herein, they share the sane purpose and the sane victim to wt,

THE EUROPEAN COMVUNI TY.

VI . CONTI NU NG DAMAGE TO THE PLAI NTI FF AND COVPELLI NG NEED FOR

I NJUNCTI VE AND EQUI TABLE RELI EF

39. The Plaintiff, THE EUROPEAN COVWMUNI TY, exists for
t he purpose of pronoting the stability and econom ¢ wel fare of
its Menber States. As a result of the Defendants' w ongful
activities, the Plaintiff, THE EUROPEAN COMMUNITY, including its
Menber States, have been deprived of the noney and property that
t hey woul d have obtained fromthe | awful inportation and sal e of
cigarettes. This noney and property includes, but is not
limted to the followi ng: (a) Custons duties that are |evied
exclusively for the benefit of THE EUROPEAN COVMUNI TY; and (b)
Val ue-added tax levied on cigarettes. This tax is shared
bet ween THE EUROPEAN COVMUNI TY and its Menber States. THE
EUROPEAN COMMUNI TY has the | egal authority to seek the

conpensation for | oss of the val ue-added tax on behal f of itself
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and the Menber States. The interests sought, to wit; the val ue-
added tax, are germane to THE EUROPEAN COMMUNI TY' S pur pose.

40. As a direct and proximate result of the snmuggling
activities that are conducted, aided, and encouraged by the
Def endants, THE EUROPEAN COMMUNITY is currently | osing hundreds
of mllions of dollars per year. THE EUROPEAN COVMUNI TY has
been deprived of noney and property in this manner throughout
the 1990s and continuing through the present tine. |If the
smuggling activities of the Defendants are not stopped, THE
EUROPEAN COVWUNITY will continue to | ose noney and property in
the future. In addition, THE EUROPEAN COVMMUNI TY has been
required to expend |l arge amounts of noney in its efforts to stop
smuggling and to recoup funds that it has lost as a result of
the activities of the Defendants. Al of these |osses wll
continue into the future, absent judgnent in Plaintiff’'s favor
and injunctive and equitable relief, including:

A. “RICO Injunctive and Equitable Relief.” Under 18
U S. C 8 1964(a) of the RICO statute, and the inherent powers of
the Court, the United States District Court is enpowered to
prevent and restrain violations of 18 U S.C. 8§ 1962 by issuing
appropriate orders, including, but not limted to: ordering any
person to divest hinself or herself of any interest, direct or
indirect, in any enterprise; inmposing reasonable restrictions on

the future activities or investnents of any person, including,
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but not limted to, prohibiting any person fromengaging in the
sane type of endeavor as the enterprise engaged in, the
activities of which affect interstate or foreign comerce; or
ordering dissolution or reorgani zati on of any enterprise, making
due provision for the rights of innocent persons. In addition,
under 28 U.S.C. 8§ 1651(a), the United States District Courts are
enpowered to “issue all wits necessary or appropriate in aid of
their respective jurisdictions and agreeable to the usages and
principles of law.” Consistent with these powers, Plaintiff
seeks an order that: (a) enjoins the Defendants and their
respective agents, servants, officers, directors, enployees, and
all persons acting in concert with themfromselling cigarettes
to snmugglers or to distributors who sell cigarettes to

smuggl ers; (b) conpels each of the Defendants who have been
found to have violated 18 U S.C. 8§ 1962 to disgorge all proceeds
derived fromany such violation and to nmake restitution to
Plaintiff; (c) enjoins the Defendants and their respective
agents, servants, officers, directors, enployees, and al

persons acting in concert with themfromselling cigarettes

W t hout proper docunentation, shipping records, markings, and
simlar indicia of conpliance with aw that will allow the
proper tracking of the cigarettes so that they cannot be sold
illegally; (d) enjoins the Defendants and their respective

agents, servants, officers, directors, enployees, and al
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persons acting in concert with themfromselling cigarettes to
any distributor or any other person who cannot fully and
accurately account for where the cigarettes will ultimately be
sold; (e) enjoins the Defendants and their respective agents,
servants, officers, directors, enployees, and all persons acting
in concert wwth themfromengaging in any practices by which
distributors, shippers, or snugglers can pay for the cigarettes
in question into offshore corporations, offshore bank accounts,
or other locations that limt the ability of governnent
officials to track the sale of cigarettes or the paynent for
said cigarettes; (f) orders the Defendants to create and utilize
adequate protocols by which all cigarettes nmanufactured by the
Def endants and all paynments made for said cigarettes into THE
EUROPEAN COMMUNI TY can be adequately tracked and nonitored by
governnental officials of THE EUROPEAN COVWUNI TY; (g) orders the
Def endants to take all reasonabl e and necessary steps to stop
the smuggling of their products into THE EUROPEAN COVMUNI TY

i ncluding the addition of any necessary | abeling, tracking

devi ces, or other means that would all ow t he Defendants

t hensel ves and/or offices of THE EUROPEAN COVWUNI TY to track and
nmoni t or the novenent of cigarettes into and wi thin THE EUROPEAN
COWUNI TY; (h) orders the Defendants to disclose all know edge
Wi thin their possession concerning the nanes, |ocations,

activities, and procedures of snugglers; (i) orders the
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Def endants to sell and ship cigarettes in accordance with the
legitimate demand for the cigarettes manufactured by the
Def endants such that the only quantity of cigarettes that are
sold to any custoner are those which can be denonstrated to be
actual ly consuned or sold legitimately by that custoner; (j)
orders the inposition of a constructive trust and equitable lien
upon Defendants' ill-gotten gains, including wthout limtation
those profits and proceeds derived fromthe snuggling schene,
and conpel s Defendants to disgorge to Plaintiff all ill-gotten
gains derived fromthe snuggling scheme; (k) orders divestiture
of all interest in the enterprises involved in the snuggling
activities; and (lI) orders Defendants to adopt, nonitor and
enforce appropriate conpliance prograns to deter and renedy
smuggl ing activities involving their tobacco products. For
pur poses of this conplaint, all of the foregoing injunctive and
equi tabl e renedi es, and those injunctive and equitable renedi es
that may hereafter be sought by Plaintiff or ordered by the
Court with respect to Plaintiff’s clainms under RI CO shall be
referred to herein as "RICO Injunctive and Equitable Relief."
B. “Comon Law | njunctive and Equitable Relief.”
Under the common | aw, and the inherent powers of the Court, the
Court is enpowered to prevent and restrain Defendants’ and their
co-conspirators’ smuggling activities, enter prohibitory and

mandatory injunctions, and inpose other equitable relief, to
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provide full relief to Plaintiff and prevent the continuing harm
to Plaintiff’s interests. 1In addition, the federal courts are
enmpower ed under 28 U.S.C. § 1651(a) to “issue all wits
necessary or appropriate in aid of their respective
jurisdictions and agreeable to the usages and principl es of

I aw. ” Consistent with these powers, Plaintiff seeks an order
that: (a) enjoins the Defendants and their respective agents,
servants, officers, directors, enployees, and all persons acting
in concert with themfromselling cigarettes to snugglers or to
di stributors who sell cigarettes to snugglers or otherw se
engagi ng in conduct that violates any common | aw, statutory or
equi tabl e standard; (b)conpels each of the Defendants who have
been found to have viol ated any common | aw, statutory, or

equi tabl e standard to disgorge all proceeds derived from any
such violation and to make restitution to Plaintiff; (c) enjoins
t he Def endants and their respective agents, servants, officers,
directors, enployees, and all persons acting in concert wth
them fromselling cigarettes w thout proper docunentation

shi ppi ng records, markings, and simlar indicia of conpliance
with law that will allow the proper tracking of the cigarettes
so that they cannot be sold illegally; (d) enjoins the

Def endants and their respective agents, servants, officers,
directors, enployees, and all persons acting in concert with

themfromselling cigarettes to any distributor or any other
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person who cannot fully and accurately account for where the
cigarettes will ultimately be sold; (e) enjoins the Defendants
and their respective agents, servants, officers, directors,

enpl oyees, and all persons acting in concert with them from
engagi ng in any practices by which distributors, shippers, or
smuggl ers can pay for the cigarettes in question into offshore
corporations, offshore bank accounts, or other |ocations that
limt the ability of governnent officials to track the sale of
cigarettes or the paynent for said cigarettes; (f) orders the
Def endants to create and utilize adequate protocols by which al
ci garettes manufactured by the Defendants and all paynents made
for said cigarettes into THE EUROPEAN COMWUNI TY can be
adequately tracked and nonitored by governnental officials of
THE EUROPEAN COMMUNI TY; (g) orders the Defendants to take al
reasonabl e and necessary steps to stop the snuggling of their
products into THE EUROPEAN COVMUNI TY i ncl udi ng the addition of
any necessary | abeling, tracking devices, or other neans that
woul d al |l ow t he Defendants thensel ves and/or offices of THE
EUROPEAN COMMUNI TY to track and nonitor the novenent of
cigarettes into and within THE EUROPEAN COMWUNI TY; (h) orders

t he Defendants to disclose all know edge within their possession
concerni ng the nanes, |ocations, activities, and procedures of
smuggl ers; (i) orders the Defendants to sell and ship cigarettes

in accordance with the legitimte demand for the cigarettes
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manuf act ured by the Defendants such that the only quantity of
cigarettes that are sold to any custoner are those which can be
denonstrated to be actually consuned or sold legitimately by
that custoner; (j) orders the inposition of a constructive trust
and equitable |ien upon Defendants' ill-gotten gains, including
wi thout limtation those profits and proceeds derived fromthe
smuggl i ng schene, and conpel s Defendants to disgorge to
Plaintiff all ill-gotten gains derived fromthe snuggling
schenme; (k) orders divestiture of all interest in the
enterprises involved in the snmuggling activities; (l) orders
Def endants to adopt, nonitor and enforce appropriate conpliance
progranms to deter and remedy sruggling activities involving
their tobacco products. For purposes of this conplaint, all of
the foregoing injunctive and equitable renedies, and those
injunctive and equitable renedies that may hereafter be sought
by Plaintiff or ordered by the Court on Plaintiff’s common | aw
clainms, shall be referred to herein as "Common Law | njunctive

and Equitable Relief."

COUNT |

(AS TO THE PHI LI P MORRI S DEFENDANTS)
(RICO 18 U.S.C. § 1962(a))

41. Plaintiff restates and reall eges paragraphs one

(1) through forty (40) and further alleges:
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42. The PH LI P MORRI' S DEFENDANTS, along with their
co-conspirators in the snuggling schenme, including associ ated
distributors, shippers, currency deal ers, snugglers, |obbyists,
and other participants in the schene identified above, were,
during the relevant tines herein, an association-in-fact of
i ndi vi dual s and corporations engaged in, and the activities of
which affected, interstate and foreign commerce and thus
constitutes an “enterprise” within the nmeaning of 18 U . S.C. §
1961(4) (the “PM Snmuggling Enterprise”). These persons and
entities were and are associated in fact for the purpose, anong
others, of illegally snmuggling contraband cigarettes into THE
EUROPEAN COVWUNITY to the economic detrinment of Plaintiff. The
PM Snmuggling Enterprise is an ongoi ng organi zati on whose
constituent elenents function as a continuing unit for the
common pur pose of maxim zing the sale of tobacco products
through illegal means and carrying out other elenents of the
Def endants' schene. The PM Snuggling Enterprise has an
ascertai nabl e structure and purpose beyond the scope of the
Def endants' predicate acts and the conspiracy to commt such
acts, and it possesses an infrastructure and chain of conmand
that is distinct and separate fromthe corporate structure of
the PH LI P MORRI S DEFENDANTS. The PM Snuggling Enterprise has
engaged in, and its activities have affected, interstate and

foreign commerce. The PM Snuggling Enterprise continues through
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the concerted activities of the Defendants to disguise the
nature of the wongdoing, to conceal the proceeds thereof, and
to conceal the Defendants' participation in the enterprise in
order to avoid and/or mnimze their exposure to crimnal and
civil penalties and danages. The role of each Defendant in the
Enterprise has been set forth above.

43. In connection wth the fraudul ent schenme set
forth above, and to further its ains, the PH LIP MORRI S
DEFENDANTS have engaged in nunmerous acts of “racketeering
activity,” and each Defendant has ai ded and abetted each ot her
Defendant in commtting those acts of “racketeering activity”
within the neaning of RICO. 18 U.S.C. 1961, et seq. The PHLIP
MORRI S DEFENDANTS, as well as their co-conspirators, have
committed nultiple predicate acts of racketeering including, but
not limted to:

a. Wre fraud and mail fraud. (18 U.S.C. 88 1341,
1343, 1961(1)(B)). The PHI LI P MORRI S DEFENDANTS devi sed a
schenme or artifice to defraud or to obtain noney by nmeans of
fal se pretenses, representations, or prom ses, and used the
mails and wires for the purpose of executing the schene, and
acted with a specific intent to defraud by devi sing,
participating in, and/or abetting the schene. The timng of the
wire and nmail conmunications was during the course of the

conspiracy that covered at |east 1991 to 2000. There were
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hundreds of tel ephone conversations and faxes on virtually a
daily basis during the course of the conspiracy. These

t el ephone conversations furthered the schenme by maintaining an
adequat e and consi stent supply of cigarettes to fuel the illicit
sales in THE EUROPEAN COVWUNI TY and were part of a cl andesti ne
systemfor the remttance of the proceeds of the schene to the
PH LI P MORRI S DEFENDANTS. The PHI LI P MORRI S DEFENDANTS, acting
t hrough thei r enpl oyees, agents, and co-conspirators, nmade or
caused to be nmade such tel ephone calls to further the schene.
The PHI LI P MORRI S DEFENDANTS knew or shoul d have foreseen that
their co-conspirators, in the course of carrying out the PH LIP
MORRI S DEFENDANTS directions and orders, would use or cause to
be used the interstate and international wires and mails. The
notive for commtting fraud is plain: noney not paid to
Plaintiff meant increased profits and nmarket share for the

PHI LI P MORRI S DEFENDANTS.

b. Violation of the Travel Act. (18 U.S.C. 88 1952,
1961(1)(B)). Defendants traveled in interstate or foreign
commerce, and used facilities in interstate and foreign
comerce, including the mail, with intent to distribute the
proceeds of unlawful activity, and pronote, manage, establi sh,
carry on, or facilitate the pronotion, nanagenent,
establishnment, or carrying on of unlawful activity, and

thereafter perforned, or attenpted to performunlawful activity.
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Def endants knew that the currency provided to themrepresented
t he proceeds of unlawful activity, including trafficking in
narcotics and control |l ed substances and that, by accepting such
paynents, they aided the efforts of the drug traffickers to

| aunder their ill-gotten gains. Defendants, and their
representatives and co-conspirators, travel ed across nati onal
borders and otherw se used the facilities of foreign commerce in
order to distribute the proceeds of unlawful activity to the
benefit of the PH LIP MORRI S DEFENDANTS. By this conduct,

Def endant s pronot ed, nanaged, established, and facilitated such
unl awful activity.

C. Money Laundering. (18 U.S.C. 88 1956(a)(1),
1961(1)(B)). The Defendants, knowi ng that the property involved
in a financial transaction represented the proceeds of sone form
of unlawful activity, conducted or attenpted to conduct
financial transactions in interstate and foreign comerce
i nvol ving the proceeds of specified unlawful activity with
intent to pronote the carrying on of specified unlawf ul
activity; or, knowing that the transaction was designed in whole
or in part to conceal or disguise the nature, the location, the
source of ownership, or the control of the proceeds of specified
unl awful activity, or, knowi ng that the transacti on was desi gned
in whole or in part to avoid a transaction reporting requirenent

under state or federal |aw. Defendants knew that the currency
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they received in exchange for the smuggl ed cigarettes
represented the proceeds of specified unlawful activity,
including but not limted to, wire fraud, nmail fraud, and
viol ations of the Travel Act, and an offense against a foreign
nation involving the manufacture, inportation, sale or
di stribution of a controlled substance. Defendants know ngly
conducted and attenpted to conduct such financial transactions
with intent to pronote the carrying on of such unl awf ul
activity. In addition, Defendants know ngly conducted and
attenpted to conduct such financial transactions with intent to
conceal or disguise the nature (proceeds of racketeering
activity and snuggling), the | ocation (proceeds generated by
activity on the “black market”), the source (drug traffickers,
noney | aunderers, smugglers), or the control (PH LIP MORRI S
DEFENDANTS) of the proceeds of specified unlawful activity.
Finally, Defendants know ngly conducted and attenpted to conduct
such financial transactions to avoid a transaction reporting
requi renent under state or federal |aw, including, but not
l[imted to, currency and nonetary instrunent reports.

d. | nt ernati onal Money Laundering. (18 U.S.C. 88
1956(a) (2), 1961(1)(B)). Defendants transported, transmtted,
and/or transferred a nonetary instrunent or funds to a place in
the United States fromor through a place outside the United

States, with intent to pronote the carrying on of specified
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unl awful activity, or, knowing that the nonetary instrument or
funds involved in the transportation, transm ssion, or transfer
represented the proceeds of sonme formof unlawful activity and
know ng that such transportation, transm ssion, or transfer was
designed in whole or in part to conceal or disguise the nature,
the | ocation, the source, the ownership, or the control of
specified unlawful activity, or to avoid a transaction reporting
requi renent under state or federal |aw By such conduct,
Def endants engaged in financial transactions within the neaning
of 18 U.S.C. 8§ 1956(c)(4). Defendants knew that the noney
orders and funds that were sent from South America and/ or Europe
and received in New York and el sewhere in the United States
represented the proceeds of specified unlawful activity,
including but not limted to, wire fraud, nmail fraud, and
violations of the Travel Act, and an offense against a foreign
nation involving the manufacture, inportation, sale or
distribution of a controlled substance. Defendants al so ai ded
and abetted violations of 18 U.S.C. § 1956(a)(1) and §
1956(a) (2).

e. Conspiracy to Engage in Mney Laundering. (18
U S. C 88 1956(h), 1961(1)). Defendants conspired to commit
of fenses defined in 18 U . S.C. § 1956 - including 8§ 1956(a)(1)
and § 1956(a)(2). Defendants, by their words and actions,

agreed to accept currency, nonetary instrunents, and funds with
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t he know edge that the currency, nonetary instrunents, and funds
represented the proceeds of specified unlawful activity
conducted by thensel ves and their co-conspirators. Defendants
adopted the conmmon purpose of the conspiracy and participated in
its consunmation. The goal of the nobney-| aundering conspiracy
was to deprive Plaintiff of noney and property, while assuring
that the profits derived from snuggling activities were
repatriated to the benefit of the PH LI P MORRI S DEFENDANTS in a
cl andestine manner to avoid detection and prosecuti on.

f. Money Laundering. (18 U. S.C. § 1957, 1961(1)).
Def endant s knowi ngly engaged or attenpted to engage in nonetary
transactions in the United States, in crimnally derived
property that is of a value greater than $10,000 and is derived
fromspecified unlawful activity. 18 U S.C. 8§ 1957(f)(3) and 8
1956(c)(7)(A). Defendants engaged in nonetary transactions,
i ncl uding deposits, withdrawals, transfers, or exchanges, in or
affecting interstate or foreign conmerce, of funds or nonetary
i nstrunments by, through, or to a financial institution.
Def endants knew that the nonetary transactions received in
exchange for the snmuggled cigarettes represented the proceeds of
specified unlawful activity, including but not limted to, wire
fraud, mail fraud, and violations of the Travel Act, and an
of fense against a foreign nation involving the manufacture,

inportation, sale, or distribution of a controlled substance.
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44. The foregoing acts forma “pattern” of
racketeering activity within 18 U.S.C. 8 1961(5). The
Def endants and others with whom they have been associ ated have
been related in their comon objectives of maxim zing gl obal
sal es of tobacco products and defrauding the Plaintiff of the
noney and property to which the Plaintiff is lawfully entitled.
The Defendants’ predicate acts have had the sanme or simlar
pur poses, results, participants, victinms, and nethods of
comm ssion, and occurred over at |east a ten-year period. The
predi cate acts have been consistently repeated and are capable
of further repetition.

45. The Defendants' pattern of racketeering
activities dates fromat |east January 1, 1985, through the
present and threatens to continue in the future.

46. The PHI LI P MORRI S DEFENDANTS used or invested,
directly or indirectly, racketeering incone, or a part thereof,
or the proceeds of such incone, to acquire an interest in,
establish, and operate, the PM Snmuggling Enterprise, which is
and was engaged in, or the activities of which affect and have
affected, interstate or foreign commerce, in violation of 18
US C 8§ 1962(a). The PH LIP MORRI S DEFENDANTS were principals
in the racketeering schene. Plaintiff suffered nmultiple
injuries to its econonmc interests as a result of this use and

i nvest ment of racketeering incone.
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47. Specifically, the PH LI P MORRI S DEFENDANTS
recei ved the incone and proceeds of a pattern of racketeering
activity, including an international noney-|aundering schene,
acts of wire fraud and mail fraud, and violations of the Travel
Act. Upon their receipt of such ill-gotten gains by wire
transfers fromthe snugglers and/or their associates, the PH LIP
MORRI S DEFENDANTS used and i nvested such i ncone and proceeds, or
a portion thereof, to acquire an interest in, establish and
operate the PM Snmuggling Enterprise which was and is engaged in
interstate and foreign comrerce. |In particular, the PHLIP
MORRI S DEFENDANTS used the proceeds of the schene to: (a)
operate the PM Sruggling Enterprise; (b) replenish the supply of
contraband cigarettes for ultimate sale on the European “bl ack

mar ket ;” (c) acquire, purchase, and subsidize facilities
necessary to the PM Snuggling Enterprise, including

manuf acturing, sales, and distribution operations; (d)
conpensat e enpl oyees and agents of the PHI LI P MORRI S DEFENDANTS
engaged in the snuggling activities; (e) pay expenses incurred
in connection with snuggling activities such as tel ephone bills
incurred in the wire fraud schene, and travel costs incurred by
such enpl oyees; and (f) establish a flourishing “black market”
for the sale of contraband cigarettes. In sum the PHLIP

MORRI S DEFENDANTS did not reinvest the proceeds of racketeering

activity in their general business operations, but instead, used
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and i nvested such proceeds to establish the infrastructure of,
acquire an interest in, and operate the PM Smuggling Enterprise,
and it was this use and investnent that harned Plaintiff. The
Def endants used and invested the proceeds of racketeering
activity to acquire an interest in, establish, and operate the
PM Smuggling Enterprise, in several ways, including but not
limted to the foll ow ng:

a. The proceeds fromthe sale of cigarettes snuggl ed
into THE EUROPEAN COVMMUNI TY finance the sal es and marketing
operations that pronote the increase of those sales in
succeedi ng years;

b. The proceeds fromthe sale of cigarettes snuggl ed
into THE EUROPEAN COWUNI TY are utilized to offset the
addi ti onal expenses incurred by the Defendants when they pay for
t he additional shipping and handling charges associated with the
cl andesti ne novenment of the cigarettes through the circuitous
routes established by the Defendants.

cC. The proceeds fromthe sale of cigarettes snuggl ed
into THE EUROPEAN COVWUNI TY are used to offset the extraordi nary
financi ng arrangenents that are given to distributors who sel
into the smuggling pipeline so as to nmaxi m ze the vol une of
cigarettes within the snmuggling pipeline.

d. The proceeds fromthe sale of cigarettes snuggl ed

into THE EUROPEAN COMMUNI TY are utilized to pay for the
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addi tional costs associated with the repackagi ng and rel abeling
of cigarettes necessary to allow for the smuggling trade to
flourish.

48. Plaintiff was injured in its business and
property by reason of the PH LIP MORRI S DEFENDANTS use and
i nvest ment of racketeering inconme to acquire, establish, and
operate the PM Smuggling Enterprise. Absent this use and
i nvest ment of racketeering inconme, contraband sales to the
Eur opean “bl ack market” by the PH LI P MORRI S DEFENDANTS and
t heir co-conspirators would have been difficult if not
i npossi ble, the infrastructure of the snuggling enterprise could
not have been created or functioned, and the economc injury to
Plaintiff would have been avoided in whole or in part.

49. As a direct and proximate result of the
violations set forth above, the Plaintiff, THE EUROPEAN
COMMUNI TY, has been injured in its business and property as set
forth nore fully above in paragraphs thirty-nine (39) through
forty (40). The Defendants’ violations of 18 U S.C. § 1962(a)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonabl e attorneys’ fees.
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COUNT 1 1
(AS TO THE PHI LI P MORRI S DEFENDANTS)
(RICO, 18 U.S.C. § 1962(b))

50. Plaintiff restates and real |l eges paragraphs one
(1) through forty-nine (49) and further all eges:

51. The PHI LI P MORRI S DEFENDANTS acqui red or
mai nt ai ned, directly or indirectly, through a pattern of
racketeering activity, an interest in and control of the PM
Smuggl i ng Enterprise, which was and is engaged in, or the
activities of which affect and have affected, interstate or
foreign comerce in violation of 18 U . S.C. 8§ 1962(b). The
Plaintiff, THE EUROPEAN COVMUNI TY, has been injured by the
Def endant s’ acqui sition and mai ntenance of an interest in and
control of the enterprise through a pattern of racketeering
activity.

52. The Defendants, acting through a pattern of
racketeering activity, acquired or maintained, directly or
indirectly, an interest in and control of the PM Smuggling
Enterpri se which engaged in, and the activities of which affect,
interstate and foreign cormmerce. Specifically, the PHLIP
MORRI S DEFENDANTS mai nt ai ned control of the PM Smuggli ng
Enterprise by nmeans of racketeering activities, including, for
exanple, (a) interstate and international w re conmunications in

violation of 18 U S. C., Section 1343 (orders were pl aced
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tel ephonically and the PH LI P MORRI S DEFENDANTS had t ot al
control over the enterprise and the distribution of its
product); (b) noney laundering in violation of 18 U S. C.,
Sections 1956 and 1957 (PHI LI P MORRI S DEFENDANTS control |l ed and
conceal ed the flow of the proceeds of the smuggling — a key aim
of the scheme — through noney |aundering); (c) violations of the
Travel Act. 18 U. S. C., Section 1952 (cross-border travel and
transactions that facilitated snmuggling and other illicit
activities). Through this pattern of racketeering activities,
whi ch al so included transm tting fal se statenents to governnent
authorities, the PH LI P MORRI S DEFENDANTS were able to acquire
and maintain an interest in and control of the PM Smuggling
Enterprise. This interest and control furthered, conceal ed, and
protected the operations of the smuggling enterprise, and
thereby permtted the PM Snuggling Enterprise to flourish
wi t hout detection.

53. As a direct and proximate result of the
Def endant s’ acqui sition and mai ntenance of an interest in and
control of the PM Snuggling Enterprise, the Plaintiff, THE
EUROPEAN COVMUNI TY, has been injured in its business and
property as set forth nore fully above in paragraphs thirty-nine
(39) through forty (40). The Defendants' violations of 18
U S.C 8 1962(b) caused these | osses. Under the provisions of

18 U S.C. 8 1964(c), the Plaintiff is entitled to bring this
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action and recover herein treble damges, the cost of bringing

the suit, pre-judgnent interest, and reasonable attorneys’ fees.

COUNT 111
(AS TO THE PHI LI P MORRI S DEFENDANTS)
(RICO 18 U.S.C. § 1962(c))

54. Plaintiff restates and real |l eges paragraphs one
(1) through fifty-three (53) and further all eges:

55. The PHI LI P MORRI S DEFENDANTS, through the
comm ssion of two or nore acts constituting a pattern of
racketeering activity, directly or indirectly, participated in
t he operation or managenent of the PM Snuggling Enterprise, the
activities of which affect interstate or foreign commerce.

56. At all relevant tines, the PHILIP MORRI S
DEFENDANTS participated in the operation or managenment of an
“enterprise,” within the nmeaning of 18 U . S.C. § 1961(4). The
PH LI P MORRI S DEFENDANTS, acting together and individually,
oper at ed, nmanaged, and exercised control of the PM Smuggling
Enterprise by, anong other things: (a) establishing a noney-
| aunderi ng schenme by which the co-conspirators remtted to the
PHI LI P MORRI S DEFENDANTS t he proceeds of the snuggling schene;
(b) compelling the snugglers to sell snmuggled cigarettes at a
price set by the Defendants; (c) requiring the smugglers to keep

detail ed records of sales of contraband cigarettes; (d)
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instructing the snmugglers to distribute particul ar brands of
cigarettes in specified markets; (e) providing information to
the snmugglers to allow themto avoid detecti on and apprehensi on;
(f) investing and using the proceeds of the snuggling schene in
the enterprise; (g) creating incentives for increased sales on
the “black market;” (h) selling and distributing vast quantities
of cigarettes at favorable prices; (i) giving credit terns to
the smugglers that allowed PH LI P MORRI S DEFENDANTS to contro
t he smuggling schene; (j) fixing the price of contraband
cigarettes in concert with another tobacco conpany; and (k)
coordi nating smuggling activities in concert with another
t obacco conpany. The noney-| aundering schene and the
communi cations of the Defendants concerning the operation of the
PM Snuggl i ng Enterprise were effectuated through the use of
interstate and foreign mails and wires. It was the policy and
practice of the PH LIP MORRI S DEFENDANTS that if the snugglers
failed to followthe PH LIP MORRI S DEFENDANTS specific orders,
the PH LI P MORRI S DEFENDANTS woul d shut off the supply of
favorably priced cigarettes to the snugglers, and cut off the
i febl ood of the snuggling schene.

57. Executives of the PH LI P MORRI S DEFENDANTS
operated or nmanaged the PM Snuggling Enterprise. By neans of
t heir hi gh-ranking, policy-naking positions, as well as their

responsibility for sales of cigarettes into the European “bl ack
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mar ket ,” their | eadership at key neetings that gave birth to the
smuggl i ng schene, and their roles in directing the operations of
the enterprise, these executives nmanaged, operated, and exerted
control over the PM Snuggling Enterprise.

58. As a direct and proximte result of the
violations set forth above, the Plaintiff, THE EUROPEAN
COVMUNI TY, has been injured in its business and property as set
forth nore fully above in paragraphs thirty-nine (39) through
forty (40). The Defendants’ violations of 18 U . S.C. 8§ 1962(c)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and

recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonable attorneys’ fees.

COUNT |V
(AS TO THE PHI LI P MORRI S DEFENDANTS)
(RICO 18 U.S.C. § 1962(d))

59. Plaintiff restates and reall eges paragraphs one
(1) through fifty-eight (58) and further all eges:

60. The PH LI P MORRI' S DEFENDANTS entered into an
agreenent with each other and with distributors, shippers,
currency dealers, and snugglers to join in the conspiracy to
violate 18 U S.C. 88 1962(a), 1962(b), and 1962(c). Each

Def endant entered into an agreenent to join the conspiracy, and
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took acts in the furtherance of the conspiracy and know ngly
participated in the conspiracy. The purpose of the conspiracy
was to snmuggle cigarettes into THE EUROPEAN COMUNI TY to the
econom ¢ detrinment of Plaintiff and to the econom c benefit of
the PH LIP MORRI S DEFENDANTS. The conspirators carried out the
schenme and each conspirator was put on notice of the genera
nature of the conspiracy, that the conspiracy extended beyond
the individual role of any single nmenber, and that the
conspiratorial venture functioned as a continuing unit for a
comon purpose. The PH LI P MORRI S DEFENDANTS adopted t he goa
of furthering and facilitating the crim nal endeavor. Their
stake in the smuggling venture was in naking profits and
i ncreasi ng mar ket share which they knew could cone only from
their infornmed and interested cooperation with snugglers, and
their active assistance, stimulation, and instigation of the
smuggling activities.

61. The PHI LI P MORRI S DEFENDANTS, together with each
nmenber of the conspiracy, agreed and conspired to violate: (1)
18 U.S.C. 8§ 1962(a) by using, or causing the use of, incone they
derived fromthe above-described pattern of racketeering
activities in the acquisition, establishnment, and/or operation
of the enterprise, the activities of which affect interstate or
foreign comerce; (2) 18 U.S.C. 8§ 1962(b) by acquiring or

mai nt ai ni ng, or causing the acquisition or maintenance of,
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t hrough a pattern of racketeering activity, an interest or
control in the enterprise, the activities of which affect
interstate or foreign comrerce; and, (3) 18 U S.C. § 1962(c) by
participating, directly and indirectly, in the operation and
managenment of the affairs of the enterprise through a pattern of
racketeering activity, including an agreenent that the
conspirators, or one of them would commt or cause the

comm ssion of two or nore racketeering acts constituting such a
pattern.

62. The PHI LI P MORRI S DEFENDANTS participated in and
cooperated with each other and with their co-conspirators in the
af orement i oned conspiracy that enabl ed each cigarette
manuf acturer and distributor to enhance its market share,
suppress its conpetition, and pronote sale of its products.

63. As a part of their conspiracy, the PHLIP MORRI S
DEFENDANTS r et ai ned vari ous | obbyists, funded “research,” and
conducted a joint public-relations canpaign so as to msstate
the nature and scope of cigarette snuggling and so as to pronote
their own interests.

64. The PH LI P MORRI S DEFENDANTS actively
participated in the conspiracy to snmuggle cigarettes and to
generate fal se and m sl eadi ng i nformati on concerni ng snuggling

activities.
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65. As a result of the conspiracy, the PH LIP MORRI S
DEFENDANTS and their co-conspirators were able to facilitate the
smuggl i ng of large volunes of cigarettes into THE EUROPEAN
COVMUNI TY.

66. The nmenbership of the conspiracy in question
included the PH LI P MORRI S DEFENDANTS, tobacco distributors, the
shi ppers, the snugglers, currency brokers, and the PH LIP MORRI S
DEFENDANTS' subsidiary corporations in Switzerland and
el sewhere; who act in concert to produce the cigarettes,

m sl abel or fail to properly |abel the cigarettes, snuggle and
sell the cigarettes, and arrange for paynent in a way that is
undet ect abl e by governnmental authorities, with said paynent
ultimately being returned to the Defendants in the United
States. As co-conspirators, the PH LIP MORRI S DEFENDANTS are
liable for all of the actions conmtted by all of the co-
conspirators within the conspiracy and are liable for all of the
damages sustai ned by THE EUROPEAN COVMUNI TY t hat were caused by
any nmenbers of the conspiracy, regardl ess of whether the PH LIP
MORRI S DEFENDANTS were thenselves directly involved in a
particul ar aspect of the enterprise.

67. As a direct and proximate result of the
viol ations set forth above, the Plaintiff, THE EUROPEAN
COMMUNI TY, has been injured in its business and property as set

forth nore fully above in paragraphs thirty-nine (39) through
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forty (40). The Defendants’ violations of 18 U . S.C. 8§ 1962(d)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonabl e attorneys’ fees.

COUNT V
(AS TO THE PHI LI P MORRI S DEFENDANTS)
(RICO, 18 U.S.C. 8§ 1964(a), 1964(c), 28 U.S.C. § 1651(a))

68. Plaintiff restates and real |l eges paragraphs one
(1) through sixty-seven (67) and further all eges:

69. The United States D strict Court is enpowered to
prevent and restrain violations of 18 U S.C. 8§ 1962 by issuing
appropriate orders, including, but not limted to: ordering any
person to divest hinmself or herself of any interest, direct or
indirect, in any enterprise; inposing reasonable restrictions on
the future activities or investnents of any person, including,
but not limted to, prohibiting any person fromengaging in the
sane type of endeavor as the enterprise engaged in, the
activities of which affect interstate or foreign commerce; or
ordering dissolution or reorgani zation of any enterprise, making
due provision for the rights of innocent persons. 18 U S. C. 8§

1964( a) .
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70. The PHI LI P MORRI S DEFENDANTS are currently
actively engaged in the activities set forth within this
conplaint that pronote and support the snuggling of contraband
cigarettes into THE EUROPEAN COVMUNI TY.

71. The Defendants intend to continue said activities
and to interfere with investigations being done by governnental
officials into snmuggling activities.

72. The Defendants, by their conduct of selling
cigarettes to snugglers, creating false and m sl eadi ng
docunents, inproperly |labeling shipnments of cigarettes, and
setting forth nmechani sms of paynment by which snuggl ers may pay
for the cigarettes wi thout being detected by governnent
investigations all continue to exacerbate the probl em of
cigarette smuggling in THE EUROPEAN COVWUNI TY and to damage the
Plaintiff.

73. As a result of the Defendants’ conduct in
violation of 18 U.S.C. 88 1962(a), 1962(b), and 1962(c), THE
EUROPEAN COMMUNI TY has been and continues to be irreparably
injured as is alleged nore fully above.

74. As a result of the nature of the snuggling
activities, it would be functionally inpossible for THE EUROPEAN
COWUNITY to put a conplete halt to said snuggling activities as
| ong as the Defendants continue to provide support for the

smugglers. In addition, THE EUROPEAN COVMUNI TY continues to
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suffer injury to business and property to an extraordinary
degr ee.

75. Money danmages will not provide a full and
conpl ete remedy for Defendants’ unlawful conduct. There is no
adequate renedy at law that will protect the Plaintiff in the
future fromthese snmuggling activities if the Defendants do not
cease their involvenent in and support of snuggling activities.
Pursuant to 18 U. S.C. 88 1964(a), 1964(c), as well as 28 U S.C
8 1651(a), Plaintiff demands full RICO Injunctive and Equitable

Rel i ef .

COUNT VI

(AS TO THE PHI LI P MORRI S DEFENDANTS)
( COWWON LAW FRAUD)

76. Plaintiff restates and real | eges paragraphs one
(1) through seventy-five (75) and further all eges:

77. The PH LI P MORRI S DEFENDANTS and their co-
conspirators intentionally falsified docunents, falsified
shi ppi ng records, and generated fal se and m sleading billing
records concerning the paynent for and/or value of snuggl ed
cigarettes so as to mslead the Plaintiff, THE EUROPEAN
COVMUNI TY, and | egal authorities in the Menber States as to the

destination of snuggled cigarettes. The PH LIP MORRI S
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DEFENDANTS and their co-conspirators nmade these fal se and

mat erial statenments and representations and failed to disclose
material information in such docunents and records with intent
to defraud the Plaintiff. The Defendants nmade these materia

m srepresentations and om ssions with the know edge and
intention that the Plaintiff, THE EUROPEAN COVMUNITY, would rely
on said docunents. The PHI LI P MORRI S DEFENDANTS entered into an
under standi ng or agreenent, express or tacit, with their
distributors, custoners, agents, consultants, and other co-
conspirators, to participate in a common schenme, plan or design
to commt the aforesaid tortious acts and thereby snuggl e
contraband cigarettes into THE EUROPEAN COMWUNI TY. | n pursuance
of the agreenment, PH LIP MORRIS and its distributors, custoners,
agents, consultants, and other co-conspirators acted tortiously
by, anong other things, conmtting the aforesaid acts
constituting fraud, thereby causing harmto Plaintiff. The

PH LI P MORRI S DEFENDANTS, through joint action with their co-
conspirators, acted tortiously, recklessly, unlawfully, and
negligently, to the detrinment of Plaintiff. By nmeans of the
aforesaid concerted action, the PH LI P MORRI S DEFENDANTS and
their co-conspirators are jointly and severally |liable for the
torts and ot her wongful conduct alleged herein. Plaintiff
reasonably relied upon the Defendants’ m srepresentati ons and

i ncurred damage as a result of such reliance. Specific exanples
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of the process by which these activities occurred are set forth
above.

78. The Plaintiff, THE EUROPEAN COVMUNI TY, reasonably
relied upon said docunents as part of their nonitoring of the
shi pnent of cigarettes into THE EUROPEAN COVMUNI TY.

79. Furthernore, the PH LI P MORRI S DEFENDANTS
knowi ngly and intentionally generated fal se, m sl eading, and
mat erial information, and intentionally conceal ed other material
i nformati on, concerning the nature of snuggling in THE EUROPEAN
COMMUNI TY, the extent of snuggling in THE EUROPEAN COMMUNI TY,
and the causes of snuggling in THE EUROPEAN COWUNI TY with the
knowl edge and intention that the Plaintiff, THE EUROPEAN
COMMUNI TY, would rely upon said information. The PH LIP MORRI S
DEFENDANTS al so executed agreenents with Menber States of the
Plaintiff, THE EUROPEAN COMMUNI TY, so as to m slead the
Plaintiff as to the Defendants' role in the snuggling.

80. The Plaintiff, THE EUROPEAN COMMUNI TY, did
reasonably rely upon data and infornmation provided to it by the
Def endants and/or their agents in acting or refraining from
acting wth respect to smuggling activities.

81. The PHI LI P MORRI S DEFENDANTS, in falsifying
docunents to expedite the snuggling of cigarettes and in
provi ding m sl eading information, and in concealing material and

true information, concerning the snuggling of cigarettes, acted
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inwllful, wanton, gross, and callous disregard for the rights
of the Plaintiff, THE EUROPEAN COVMUNI TY. The aforesaid actions
were know ngly taken for the purpose of supporting the
activities of the Defendants’ co-conspirators and with the
intent of increasing the profits and sales of the Defendants and
har m ng THE EUROPEAN COMVUNI TY.

82. Defendants were duty-bound to disclose the
mat eri al information concerning the destination of tobacco
shi pnents and their operations that had been conceal ed. By |aw,
no person may nmake fal se statenents to the governnent. Having
undertaken to nmake representations to THE EUROPEAN COMVUNI TY,
Def endants were obligated to provide full, conplete, and
truthful information concerning the destination of tobacco
shi pments and their operations. Defendants had superior, if not
excl usi ve, know edge of such information, and it was not readily
available to the Plaintiff. Defendants intended and knew, or
shoul d have known, that the Plaintiff would reasonably rely,
act, and refrain fromacting, on the basis of fal se and/or
inconpl ete information provided to Plaintiff by Defendants, and
Plaintiff did so to its detrinent. Under these circunstances,
Def endants’ conduct anmpunts to fraudul ent m srepresentation and
fraudul ent conceal nent, and an effective conversion of

Plaintiff's noney and property.
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83. As a direct and proxinmate result of the PH LIP
MORRI S DEFENDANTS' fraudul ent conduct and the Plaintiff's
reliance thereupon, the Plaintiff has suffered econom c danages
as are set forth nore fully above in paragraphs thirty-nine (39)
through forty (40). The Plaintiff demands judgnent for damages,
bot h conpensatory and punitive, as well as full Common Law

I njunctive and Equitable Relief.

COUNT VI |
(AS TO THE PHI LI P MORRI S DEFENDANTS)
( PUBLI C NUI SANCE)

84. Plaintiff restates and real |l eges paragraphs one
(1) through eighty-three (83) and further all eges:

85. Plaintiff is a governnent authority.

86. Snuggling of contraband cigarettes is a violation
of | aw and a public nui sance.

87. The snuggling activities in the United States and
THE EURCPEAN COVMUNI TY of the PHI LI P MORRI S DEFENDANTS have
substantially and unreasonably interfered with, offended,
i njured and endangered, and continue to interfere with, offend,
i njure and endanger, the public health, norals, and well -being
of the general public and the operation of the narket for

t obacco products in THE EUROPEAN COMVUNI TY.
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88. The snuggling activities in the United States and
THE EUROPEAN COVMUNI TY of the PHI LI P MORRI S DEFENDANTS have
been, and continue to be, effectuated through w despread
crimnal activity, including mail fraud, wire fraud, noney
| aundering, snuggling, and other illegal acts.

89. The PHI LI P MORRI S DEFENDANTS and their co-
conspirators facilitated the snuggling of contraband cigarettes
into THE EUROPEAN COMUNI TY by neans of a variety of acts and
om ssions conducted in or directed fromthe United States,
including the following: (a) The PH LIP MORRI S DEFENDANTS
arranged a process by which cigarettes purchased by smugglers
could be paid for by secret paynents into Swi ss corporations
and/or Swi ss bank accounts so as to conceal revenues derived
fromsmuggling activities. (b) The PH LI P MORRI S DEFENDANTS
provi ded specific marketing information to snugglers, including
whi ch products were in demand and the volume of cigarettes that
were needed to neet the specific demands of the snugglers’
clients. (c) The PHI LI P MORRI S DEFENDANTS requi red the snuggl ers
to keep logs of their | oads, to keep track of where the | oads
were delivered, and the price for which the cigarettes were
sold. This allowed the PH LIP MORRI S DEFENDANTS to mai ntain
direct, hands-on control of the entire snmuggling process. The
PHI LI P MORRI S DEFENDANTS t hreatened smugglers that if they did

not keep proper records of their smuggling activities, the
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PH LI P MORRI S DEFENDANTS woul d cut off their supply and deal
wi th other snuggling customers. (d) The PHILIP MORRI S
DEFENDANTS failed to supervise the distribution of their tobacco
products to assure that such products were not sold illegally.
(e) The PH LIP MORRI S DEFENDANTS failed to act reasonably when
they were put on notice of their involvenent with snugglers. (f)
The PH LI P MORRI S DEFENDANTS entered into an understandi ng or
agreenment, express or tacit, with their distributors, custoners,
agents, consultants, and other co-conspirators, to participate
in a common schene, plan or design to commt the aforesaid
tortious acts and thereby smuggle contraband cigarettes into THE
EUROPEAN COMMUNI TY. I n pursuance of the agreenent, PHI LIP
MORRIS and its distributors, custoners, agents, consultants, and
ot her co-conspirators acted tortiously by, anmong other things,
commtting the aforesaid acts constituting public nuisance,
t hereby causing harmto Plaintiff. The PH LIP MORRI S
DEFENDANTS, through joint action with their co-conspirators,
acted tortiously, recklessly, unlawfully, and negligently, to
the detrinent of Plaintiff. By neans of the aforesaid
concerted action, the PH LIP MORRI S DEFENDANTS and their co-
conspirators are jointly and severally liable for the torts and
ot her wrongful conduct alleged herein.

90. Through these and other intentional and

negligent acts and om ssions, the PH LI P MORRI S DEFENDANTS have
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substantially and unreasonably offended, interfered with, and
caused damage to the public in the exercise of rights comon to
all, in a manner such as to (a) offend public norals, (b)
interfere with use by the public of a public place, (c) endanger
and injure the property, life, health, safety, and confort of a
consi der abl e nunber of persons; and (d) injure and interfere
with the market for tobacco products in THE EUROPEAN COVMUNI TY.
The acts and om ssions of the PH LI P MORRI S DEFENDANTS
constitute a public nuisance. This public nuisance, or sone
part of it, continues unabated to the detrinent of Plaintiff's
econom c interests.

91. The PH LIP MORRI S DEFENDANTS knew, or reasonably
shoul d have known, that their acts and om ssions relating to
smuggl i ng of tobacco products created great dangers to the
community, including Plaintiff's econom c interests.

92. The PHI LI P MORRI S DEFENDANTS have act ed
mal i ci ously, wantonly, and with a reckl essness that bespeaks an
i nproper notive and vindictiveness, and have engaged in
out rageous and oppressive conduct and with a reckless or wanton
di sregard of safety and rights. Their conduct anounts to a
fraud on the public.

93. As a direct and proximate result of the acts and
om ssions of the PH LI P MORRI S DEFENDANTS, which constitute a

public nuisance, Plaintiff has sustained and continues to
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sustain economc injury as set forth nore fully above in
par agraphs thirty-nine (39) through forty (40).

94. By reason of the injury to its econom c interest
due to the public nuisance, as set forth in the preceding
paragraphs to this conplaint, the Plaintiff is entitled to an
award of damages, including actual, conpensatory, and punitive
damages. I n addition, damages do not constitute a full and
adequate renmedy at law, and for this reason, Plaintiff is
entitled to Coomon Law | njunctive and Equitable Relief,

i ncluding a judgnent permanently enjoining Defendants fromthe
continuation of activities constituting a public nuisance, and
conpel |l ing Defendants to take steps to abate and prevent the

smuggl i ng of tobacco products.

COUNT VI I |

(AS TO THE PHI LI P MORRI S DEFENDANTS)
(UNJUST ENRI CHVENT)

95. Plaintiff restates and real |l eges paragraphs one
(1) through ninety-four (94) and further all eges:

96. The PHI LIP MORRI S DEFENDANTS were unjustly
enriched at Plaintiff's expense. The PHI LI P MORRI S DEFENDANTS
entered into an understandi ng or agreenent, express or tacit,

with their distributors, custoners, agents, consultants, and
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ot her co-conspirators, to participate in a common schene, plan
or design to commt the aforesaid tortious acts and thereby
smuggl e contraband cigarettes into THE EUROPEAN COVMUNI TY. In
pur suance of the agreenent, PHILIP MORRIS and its distributors,
custoners, agents, consultants, and other co-conspirators acted
tortiously by, anmong other things, conmmtting the aforesaid acts
constituting unjust enrichnent, thereby causing harmto
Plaintiff. The PH LI P MORRI S DEFENDANTS, through joint action
with their co-conspirators, acted tortiously, recklessly,
unlawful ly, and negligently, to the detriment of Plaintiff. By
means of the aforesaid concerted action, the PH LIP MORRI S
DEFENDANTS and their co-conspirators are jointly and severally
liable for the torts and ot her wongful conduct alleged herein.
The acts and om ssions of these Defendants and ot hers have

pl aced in the possession of these Defendants noney under such
circunstances that in equity and good consci ence they ought not
to retain it.

97. The PHILIP MORRI S DEFENDANTS were unjustly
enriched through their smuggling scheme. By reason of their
smuggl i ng schene, and the illicit avoi dance of paynent of duties
and taxes, the PH LIP MORRI S DEFENDANTS were enabl ed to sel
their product at |ower cost, and illegally enhance profits,
mar ket share, and the value of the international tobacco

operati ons.
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98. The unjust enrichnment of the PHILIP MORRI S
DEFENDANTS was acconpl i shed at the expense of the Plaintiff. By
reason of the smuggling schene, the Plaintiff was, and continues
to be, deprived of duties and taxes, and Defendants reaped vast
profits and proceeds fromtheir illegal schene.

99. Under these circunstances, the receipt and
retention of the noney derived fromsnuggling operations are
such that, as between the Plaintiff and Defendants, it is unjust
for Defendants to retain it.

100. Equity and good conscience require the PH LIP
MORRI S DEFENDANTS to pay damages and restitution to Plaintiff,

di sgorge their ill-gotten gains and, to effectuate these
remedi es, a constructive trust and equitable lien should be

i nposed by this Court upon the proceeds obtained by Defendants
by reason of snuggling activities, which proceeds are rightly
owned by and belong to Plaintiff. Plaintiff is entitled to
damages, including actual, conpensatory, and punitive danages,
and its injuries are set forth nore fully above in paragraphs
thirty-nine (39) through forty (40). Judgnment in Plaintiff's
favor should include full Conmmon Law I njunctive and Equitabl e

Rel i ef .

136



COUNT | X
(AS TO THE PHI LI P MORRI S DEFENDANTS)
( NEGLI GENCE)

101. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred (100) and further alleges:

102. Defendants owed, and continue to owe, a duty of
reasonabl e care to refrain from causing foreseeable loss to the
Plaintiff. Defendants were and are obligated to avoid
negligently causing harmto Plaintiff and were and are duty-
bound to:

a. produce, market, and distribute their cigarette
products lawfully and with due care;

b. use proper practices and procedures in the
hiring, selection, approval, instruction, training, supervision,
and disci pline of enpl oyees, agents and ot her personnel engaged
in the production, marketing, and distribution of their
products, sonme of whom the Defendants knew, or reasonably should
have known, were assisting and ot herw se engaged in the
smuggl i ng of cigarettes;

C. design, inplenment, and utilize effective
nmoni tori ng and oversi ght procedures, including appropriate
conpliance prograns, to deter and detect snuggling-rel ated

activities by their enployees and agents;
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d. investigate and termi nate the snuggling-rel ated
conduct of their enployees, agents, and busi ness associ ates
particularly inasnmuch as their managerial personnel with
deci si on-maki ng authority were put on reasonable notice of such
illicit conduct;

e. deal with the Plaintiff, and its representatives,
in an honest, good-faith, and forthright manner;

f. term nate sales of their tobacco products to or
t hrough persons or entities known to be engaged, directly or
indirectly, in smuggling; and

g. comply with federal and state statutes and the
standards of care reflected therein.

103. As manufacturers, distributors, and dom nant
participants in the marketplace, Defendants had, and continue to
have, the authority and ability to act reasonably to prevent the
smuggl ing of their products for the protection of Plaintiff.
Reasonabl e steps could and shoul d have been taken by the
Def endants to prevent or reduce the risk of the sale of their
products to persons likely to distribute and sell themon the
Eur opean “bl ack market.”

104. Defendants, as manufacturers, distributors, and
dom nant participants in the marketplace, have a special ability
and duty to exercise reasonable care to detect and guard agai nst

the risks associated with the distribution of their products,
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for the benefit and protection of those foreseeably and
unreasonably placed at risk of harmfromthe distribution of
their products, including Plaintiff.

105. Defendants’ unreasonable acts and om ssions
created and enhanced the risk that their products woul d be
di stributed on the European “black market” and injure Plaintiff.

106. Defendants' unreasonable acts and om ssions
affirmatively and foreseeably obstructed Plaintiff's abilities
to collect full and proper duties and taxes and otherwi se to
protect itself from harns associated wth smuggling.
Def endants, acting with and through their enployees, agents, and
co-conspirators, breached their duty of care, as aforesaid, by
acts and/or om ssions that posed an unreasonabl e and foreseeabl e
risk of harmto Plaintiff. The PH LI P MORRI S DEFENDANTS ent er ed
into an understandi ng or agreenent, express or tacit, with their
di stributors, custoners, agents, consultants, and other co-
conspirators, to participate in a comon schene, plan or design
to commt the aforesaid tortious acts and thereby smuggle
contraband cigarettes into THE EUROPEAN COMMUNI TY. | n pursuance
of the agreenent, PHILIP MORRIS and its distributors, custoners,
agents, consultants, and other co-conspirators acted tortiously
by, anong other things, comnmtting the aforesaid acts
constituting negligence, thereby causing harmto Plaintiff. The

PH LI P MORRI S DEFENDANTS, through joint action with their co-
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conspirators, acted tortiously, recklessly, unlawfully, and
negligently, to the detrinment of Plaintiff. By nmeans of the
aforesaid concerted action, the PH LI P MORRI S DEFENDANTS and
their co-conspirators are jointly and severally liable for the
torts and ot her wongful conduct alleged herein. Defendants’
breach proxi mtely caused, and continues to cause, danage to the
econom c interests of the Plaintiff.

107. The PHI LI P MORRI S DEFENDANTS have act ed
mal i ci ously, wantonly, and with a reckl essness that bespeaks an
i mproper notive and vindictiveness, and have engaged in
out rageous and oppressive conduct and with a reckless or wanton
di sregard of safety and rights. Their conduct anmounts to a
fraud on the public.

108. By reason of the injury to its economc interests
due to the negligence of the Defendants, as set forth nore fully
above in paragraphs thirty-nine (39) through forty (40),
Plaintiff is entitled to an award of danmages, including actual,
conpensatory, and punitive damages. In addition, danages do not
constitute a full and adequate renmedy at law, and for this
reason, Plaintiff is entitled to full Injunctive and Equitable
Relief, including a judgnent permanently enjoining Defendants
fromthe continuation of activities constituting negligence, and
conpel ling Defendants to take steps to abate and prevent the

smuggl i ng of tobacco products in THE EUROPEAN COMMUNI TY.
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COUNT X

(AS TO THE PHI LI P MORRI S DEFENDANTS)
( NEGLI GENT M SREPRESENTATI ON)

109. Plaintiff restates and reall eges paragraphs one
(1) through one hundred eight (108) and further alleges:

110. The Defendants owed, and continue to owe, a duty
of reasonable care to refrain fromcausing foreseeable loss to
the Plaintiff. Defendants have assuned the special duty to
speak truthfully to governnent officials and, particularly due
to their superior know edge of their own conduct, were bound to
speak with due care. Defendants were and are obligated to avoid
negligently causing foreseeable harmto Plaintiff, and were and
are duty-bound to exercise reasonable care to: (a) refrain from
negligently msrepresenting -- through docunents and ot her forns
of communi cation that the Defendants knew or shoul d have known
woul d be reasonably relied on by Plaintiff -- the paynment for
and/ or val ue of snuggled cigarettes; the destination of smuggl ed
cigarettes; and the nature, extent, and cause of snuggling
wi t hin THE EUROPEAN COVWUNI TY; (b) be truthful in their
representations to Plaintiff and its representatives concerning
snmuggling and ot her inproper activities as aforesaid; and (c)

avoid msleading Plaintiff when providing Plaintiff wth such
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i nformati on as Def endants possess concerning the sruggling of
Def endants' products into THE EUROCPEAN COVMUNI TY.

111. Defendants breached their duty to Plaintiff by
negligently making various material msrepresentations and/or
failing to disclose material information to Plaintiff and its
representatives as aforesaid.

112. The Defendants have acted maliciously, wantonly,
and with a reckl essness that bespeaks an i nproper notive and
vi ndi ctiveness and have engaged in outrageous and oppressive
conduct and with a reckl essness or wanton di sregard of
Plaintiff's interests and rights. Their conduct amounts to a
fraud on the public.

113. Defendants, acting with and through their
enpl oyees, agents, and co-conspirators, breached their duty of
care, as aforesaid, by acts and/or om ssions that posed an
unreasonabl e risk of foreseeable harmto Plaintiff. The PH LIP
MORRI S DEFENDANTS entered into an understandi ng or agreenent,
express or tacit, with their distributors, custoners, agents,
consul tants, and other co-conspirators, to participate in a
comon schene, plan or design to conmt the aforesaid tortious
acts and thereby snmuggl e contraband cigarettes into THE EUROPEAN
COVWUNITY. I n pursuance of the agreenent, PH LIP MORRIS and its
di stributors, custoners, agents, consultants, and other co-

conspirators acted tortiously by, anong other things, commtting
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the aforesaid acts constituting negligent msrepresentation,
t hereby causing harmto Plaintiff. The PH LI P MORRI S
DEFENDANTS, through joint action with their co-conspirators,
acted tortiously, recklessly, unlawfully, and negligently, to
the detrinment of Plaintiff. By neans of the aforesaid concerted
action, the PH LIP MORRI S DEFENDANTS and their co-conspirators
are jointly and severally liable for the torts and ot her
wr ongful conduct alleged herein.

114. Plaintiff reasonably relied on Defendants’
m srepresentations and, as a result, Defendants' breach
proxi mately caused, and continues to cause, danmage to the
econom c interests of Plaintiff.

115. By reason of the injury to its economc interests
due to the negligence, nalice, and reckl essness of the
Def endants, as set forth nore fully in paragraphs thirty-nine
(39) and forty (40), Plaintiff is entitled to an award of
damages, including actual, conpensatory, and punitive danages.
I n addition, damages do not constitute a full and adequate
remedy at law, and for this reason, Plaintiff is entitled to
full Common Law I njunctive and Equitable Relief, including a
j udgnment permanent!|y enjoi ni ng Defendants fromthe continuation

of activities constituting negligence.
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COUNT XI

(AS TO THE RJR DEFENDANTS)
(RICO 18 U.S.C. § 1962(a))

116. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred fifteen (115) and further all eges:

117. At all relevant tines, the RIR DEFENDANTS,
together with distributors, shippers, snugglers, currency
brokers, and other persons and entities constituted an
“enterprise” within the neaning of 18 U S.C. 8§ 1961(4), in that
they are associated in fact for the purpose, inter alia, of
wrongful ly srmuggling contraband cigarettes into THE EUROPEAN
COMMUNI TY to the economc detrinent of Plaintiff (the “RIR
Smuggling Enterprise”). This enterprise is an ongoing
organi zati on whose constituent elenments function as a conti nui ng
unit for the comon purpose of maxim zing the sale of tobacco
products through illegal neans and carrying out other elenents
of the Defendants’ schenme. The RIJR Snuggling Enterprise has an
ascertai nabl e structure and purpose beyond the scope of the
Def endants’ predicate acts and the conspiracy to commt such
acts. The Enterprise has engaged in and its activities have
affected interstate and foreign conmerce. The Enterprise
continues through the concerted activities of the Defendants to
di sgui se the nature of the wongdoing, to conceal the proceeds

t hereof, and to conceal the Defendants’ participation in the
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Enterprise in order to avoid and/or mnimze their exposure to
crimnal and civil penalties and damages. The role of each
Def endant in the RIR Snuggling Enterprise has been set forth
above.

118. In connection with the fraudul ent schene set
forth above, and to further its ains, the RIR DEFENDANTS have
engaged in nunerous acts of “racketeering activity,” and each
Def endant has ai ded and abetted each other Defendant in
commtting those acts of “racketeering activity” within the
meaning of RICO 18 U S.C. 88 1961, et seq. The RIJR DEFENDANTS
have commtted multiple predicate acts of racketeering
i ncluding, but not limted to:

a. Wre fraud and mail fraud. (18 U. S.C. 88§ 1341,
1343, 1961(1)(B)). The RIR DEFENDANTS devi sed a schene or
artifice to defraud or to obtain noney by neans of false
pretenses, representations, or prom ses, and used the mails and
wires for the purpose of executing the schene, and acted with a
specific intent to defraud by devising, participating in, and/or
abetting the schene. The timng of the wire and mai
comuni cations was during the course of the conspiracy that
covered at least 1991 to 1999. There were hundreds of tel ephone
conversations and faxes on virtually a daily basis during the
course of the conspiracy. These tel ephone conversations

furthered the schene by maintaining an adequate and consi st ent
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supply of cigarettes to fuel the illicit sales in THE EUROPEAN
COVMUNI TY and were part of a clandestine systemfor the
remttance of the proceeds of the schene to the RIJIR DEFENDANTS.
The RIR DEFENDANTS, acting through their enpl oyees, agents, and
co-conspirators, made or caused to be made such tel ephone calls
to further the scheme. The RIJR DEFENDANTS knew or shoul d have
foreseen that their co-conspirators, in the course of carrying
out the RIJR DEFENDANTS directions and orders, would use or
cause to be used the interstate and international wres and
mails. The notive for commtting fraud is plain: noney not paid
to Plaintiff neant increased profits and nmarket share for the
RJR DEFENDANTS.

b. Violation of the Travel Act. (18 U S.C. 8§ 1952,
1961(1)(B)). Defendants traveled in interstate or foreign
commerce, and used facilities in interstate and foreign
commerce, including the mail, with intent to distribute the
proceeds of unlawful activity, and pronote, nanage, establish,
carry on, or facilitate the pronotion, nmanagenent,
establishnment, or carrying on of unlawful activity, and
thereafter perfornmed or attenpted to performunlawful activity.
Def endants knew that the currency provided to themrepresented
the proceeds of unlawful activity, including trafficking in
narcotics and controll ed substances and that, by accepting such

paynments, aided the efforts of the drug traffickers to | aunder
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their ill-gotten gains. Defendants and their representatives
and co-conspirators travel ed across national borders and
ot herwi se used the facilities of foreign comrerce in order to
distribute the proceeds of unlawful activity to the benefit of
the RIR DEFENDANTS. By this conduct, Defendants pronoted,
managed, established, and facilitated such unlawful activity.

cC. Money Laundering. (18 U.S.C. 88 1956(a)l),
1961(1)(B)). The Defendants, knowi ng that the property involved
in a financial transaction represented the proceeds of sone form
of unlawful activity, conducted or attenpted to conduct
financial transactions in interstate and foreign comerce
i nvol ving the proceeds of specified unlawful activity with
intent to pronote the carrying on of specified unlawf ul
activity; or, knowing that the transacti on was designed in whol e
or in part to conceal or disguise the nature, the |ocation, the
source of ownership, or the control of the proceeds of specified
unl awful activity, or, know ng that the transacti on was desi gned
in whole or in part to avoid a transaction reporting requirenent
under state or federal |aw. Defendants knew that the currency
that they received in exchange for the snuggled cigarettes
represented the proceeds of specified unlawful activity,
including but not limted to, wire fraud, nmail fraud, and
violations of the Travel Act, and an offense against a foreign

nation involving the manufacture, inportation, sale, or

147



distribution of a controlled substance. Defendants know ngly
conducted and attenpted to conduct such financial transactions
wth intent to pronote the carrying on of such unl awf ul
activity. In addition, Defendants know ngly conducted and
attenpted to conduct such financial transactions with intent to
conceal or disguise the nature (proceeds of racketeering
activity and snuggling), the | ocation (proceeds generated by
activity on the “black nmarket”), the source (drug traffickers,
money | aunderers, snugglers), or the control (RJR DEFENDANTS) of
t he proceeds of specified unlawful activity. Finally, Defendants
know ngly conducted and attenpted to conduct such financi al
transactions to avoid a transaction reporting requirement under
state or federal law, including, but not limted to, currency
and nonetary instrunent reports.

d. I nt ernati onal Mney Laundering. (18 U S.C. 88
1956(a)(2), 1961(1)(B)). Defendants transported, transnitted,
and/ or transferred a nonetary instrument or funds to a place in
the United States fromor through a place outside the United
States, with intent to pronote the carrying on of specified
unl awful activity, or, knowi ng that the nonetary instrunent or
funds involved in the transportation, transm ssion, or transfer
represented the proceeds of sone formof unlawful activity and
knowi ng that such transportation, transm ssion, or transfer was

designed in whole or in part to conceal or disguise the nature,
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the |l ocation, the source, the ownership, or the control of
specified unlawful activity, or to avoid a transaction reporting
requi renent under state or federal |aw. By such conduct,
Def endants engaged in financial transactions within the meaning
of 18 U S.C. 8§ 1956(c)(4). Defendants knew that the noney
orders and funds that were sent from South Anerica, the
Cari bbean, and Europe to the United States represented the
proceeds of specified unlawful activity, including but not
[imted to, wire fraud, mail fraud, and violations of the Travel
Act, and an offense against a foreign nation involving the
manuf acture, inportation, sale or distribution of a controlled
substance. Defendants al so ai ded and abetted viol ations of 18
U S.C 8§ 1956(a)(1) and & 1956(a)(2).

e. Conspiracy to Engage in Money Laundering. 18
U S.C 88 1956(h), 1961(1)). Defendants conspired to commt
of fenses defined in 18 U.S.C. 8§ 1956 — including 8 1956(a) (1)
and 8 1956(a)(2). Defendants, by their words and acti ons,
agreed to accept currency, nonetary instrunents, and funds with
t he know edge that the currency, nonetary instrunments, and funds
represented the proceeds of specified unlawful activity
conducted by thensel ves and their co-conspirators. Defendants
adopt ed the commopn purpose of the conspiracy and participated in
its consunmation. The goal of the noney-I| aunderi ng conspiracy

was to deprive Plaintiff of noney and property, while assuring
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that the profits derived fromsnuggling activities were
repatriated to the benefit of the RJR DEFENDANTS in a
cl andestine manner to avoid detection and prosecution.

f. Money Laundering (18 U.S.C. 88 1957, 1961(1)).
Def endants knowi ngly engaged or attenpted to engage in nonetary
transactions in the United States, in crimnally derived
property that is of a value greater than $10,000 and is derived
fromspecified unlawful activity. 18 U S.C. 8 1957(f)(3) and 8§
1956(c)(7)(A). Defendants engaged in nonetary transactions,
i ncludi ng deposits, withdrawals, transfers, or exchanges, in or
affecting interstate or foreign conmmerce, of funds or nonetary
i nstrunments by, through, or to a financial institution.
Def endants knew that the nonetary transactions received in
exchange for the snuggl ed cigarettes represented the proceeds of
specified unlawful activity, including but not limted to, wire
fraud, mail fraud, and violations of the Travel Act, and an
of fense against a foreign nation involving the manufacture,
importation, sale, or distribution of a controlled substance.

119. The acts forma “pattern” of racketeering
activity wthin 18 U S.C. §8 1961(5). The Defendants and others
wi th whom t hey have been associ ated have been related in their
common obj ectives of maxi m zing gl obal sales of tobacco products
and defrauding the Plaintiff of the incone to which the

Plaintiff is lawmfully entitled. The Defendants’ predicate acts
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have had the same or simlar purposes, results, participants,
victinms, and nmethods of conm ssion, and occurred over at |east a
ten-year period. The predicate acts have been consistently
repeated and are capable of further repetition.

120. The Defendants’ pattern of racketeering
activities dates fromat |east January 1, 1985, through the
present and threatens to continue in the future.

121. The RIJR DEFENDANTS used or invested, directly or
indirectly, racketeering inconme, or a part thereof, or the
proceeds of such inconme, to acquire an interest in, establish,
and operate, the RIR Snmuggling Enterprise, which is and was
engaged in, or the activities of which affect and have affected,
interstate or foreign commerce, in violation of 18 U.S.C. §
1962(a). The RIR DEFENDANTS were principals in the racketeering
schene. Plaintiff suffered nultiple injuries to its economc
interests as a result of this use and investnent of racketeering
i ncone.

122. Specifically, the RIR DEFENDANTS received the
i ncome and proceeds of a pattern of racketeering activity in
whi ch they participated as principals, including an
i nternational noney-laundering schene, acts of wire fraud and
mai | fraud, and violations of the Travel Act. Upon their
recei pt of such ill-gotten gains by wire transfers fromthe

smuggl ers and/or their associates, the RJR DEFENDANTS used and
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i nvested such incone and proceeds, or a portion thereof, to
acquire an interest in, establish, and operate the RIR Snuggling
Enterprise which was and is engaged in interstate and foreign
comerce. |In particular, the RIR DEFENDANTS used the proceeds
of the schene to (a) operate the RIR Snmuggling Enterprise; (b)
repl eni sh the supply of contraband cigarettes for ultinmate sale
on the European “black market;” (c) acquire, purchase, and
subsidi ze facilities necessary to the RIR Snuggling Enterprise,
i ncl udi ng manufacturing, sales, and distribution operations; (d)
conpensat e enpl oyees and agents of the RJIR DEFENDANTS engaged in
the smuggling activities; (e) pay expenses incurred in
connection with smuggling activities such as tel ephone bills
incurred in the wire fraud schene and travel costs incurred by
such enpl oyees; and (f) establish a flourishing “black market”
for the sale of contraband cigarettes. 1In sum the RIR
DEFENDANTS di d not reinvest the proceeds of racketeering
activity in their general business operations, but instead used
and i nvested such proceeds to establish the infrastructure of,
acquire an interest in, and operate the RIJR Snmuggling
Enterprise, and it was this use and investnent that harned
Plaintiff. The use and i nvestnent of the proceeds of
racketeering activity occurred in several ways, including but

not limted to the foll ow ng:
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a. The proceeds fromthe sale of cigarettes snuggl ed
into THE EUROPEAN COVWWUNI TY finance the sales and narketing
operations that pronote the increase of those sales in
succeedi ng years.

b. The proceeds fromthe sale of cigarettes snuggl ed
into THE EUROPEAN COMMUNI TY are utilized to offset the
addi ti onal expenses incurred by the Defendants when they pay for
t he additional shipping and handling charges associated with the
cl andesti ne novenent of the cigarettes through the circuitous
routes established by the Defendants.

C. The proceeds fromthe sale of cigarettes snmuggl ed
into THE EUROPEAN COMMUNI TY are utilized to pay for the
addi tional costs associated with the repackagi ng and rel abeling
of cigarettes necessary to allow for the smuggling trade to
flourish.

123. Plaintiff was injured in its business and
property by reason of the RJR DEFENDANTS use and investnent of
racketeering incone to acquire, establish, and operate the RIR
Smuggl ing Enterprise. Absent this use and investnent of
racketeering i ncone, contraband sales to the European “bl ack
mar ket” by the RIJR DEFENDANTS and their co-conspirators woul d
have been difficult if not inpossible, the infrastructure of the

smuggl i ng enterprise could not have been created or functioned,
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and the economic injury to Plaintiff would have been avoided in
whole or in part.

124. As a direct and proximate result of the
violations set forth above, the Plaintiff, THE EUROPEAN
COVWUNI TY, has been injured in its business and property as set
forth nore fully above in paragraphs thirty-nine (39) through
forty (40). The Defendants’ violations of 18 U . S.C. 8§ 1962(a)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonable attorneys’ fees.

COUNT XI |
(AS TO THE RIR DEFENDANTS)
(RICO, 18 U.S.C. § 1962(h))
125. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred twenty-four (124) and further alleges:
126. The RIJR DEFENDANTS acquired or naintai ned,
directly or indirectly, through a pattern of racketeering
activity, an interest in and control of the RIJR Smuggling
Enterprise, which was and is engaged in, or the activities of
whi ch affect and have affected, interstate or foreign comerce
in violation of 18 U.S.C. 8 1962(b). The Plaintiff, THE

EUROPEAN COMMUNI TY, has been injured by the Defendants
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acqui sition and mai ntenance of an interest in and control of the
enterprise through a pattern of racketeering activity.

127. The Defendants, acting through a pattern of
racketeering activity, acquired or maintained, directly or
indirectly, an interest in and control of the RIR Snuggling
Enterprise which it engaged in and the activities of which
affect interstate and foreign commerce. Specifically, the RIR
DEFENDANTS nai nt ai ned control of the RIR Snuggling Enterprise by
means of racketeering activities, including, for exanple, (a)
interstate and international wire comunications in violation of
18 U.S.C., Section 1343 (orders were placed tel ephonically and
RIR had total control over the enterprise and the distribution
of its product); (b) noney laundering in violation of 18 U S.C. ,
Sections 1956 and 1957 (RJR controll ed and conceal ed the fl ow of
t he proceeds of the snuggling — a key aimof the schenme -

t hrough noney | aundering); and (c) violations of the Travel Act,
18 U.S.C., Section 1952 (cross-border travel and transactions to
facilitate smuggling and other illicit activities). Through
this pattern of racketeering activities, which also included
transmtting fal se statenents to governnent authorities, the RIR
DEFENDANTS were able to acquire and maintain an interest in and
control of the RIR Snuggling Enterprise. This interest and

control furthered, conceal ed, and protected the operations of
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the smuggling enterprise, and thereby permtted the RIR
Smuggling Enterprise to flourish w thout detection.

128. As a direct and proximate result of the
Def endant s’ acqui sition and mai ntenance of an interest in and
control of the RIR Snmuggling Enterprise, the Plaintiff, THE
EUROPEAN COVMUNI TY, has suffered the |oss of noney and property
as set forth nore fully above in paragraphs thirty-nine (39)
t hrough forty (40). The Defendants’ violations of 18 U.S.C. §
1962(b) caused these | osses. Under the provisions of 18 U S. C
§ 1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonable attorneys’ fees.

COUNT XI ||

(AS TO THE RIR DEFENDANTS)
(RICO, 18 U.S.C. § 1962(c))
129. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred twenty-eight (128) and further all eges.
130. The RIJR DEFENDANTS t hrough the comm ssion of two
or nore acts constituting a pattern of racketeering activity,
directly or indirectly, participated in the operation or
managenent of the RIR Snuggling Enterprise, the activities of

whi ch affect interstate or foreign comrerce.
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131. At all relevant times, the RIR DEFENDANTS
participated in the operation or managenent of an “enterprise,”
within the nmeaning of 18 U S.C. § 1961(4). The RIJR DEFENDANTS,
operating together and individually, directed and controlled the
RIJR Smuggling Enterprise. The RJR DEFENDANTS oper at ed, nmanaged,
and exercised control of the smuggling enterprise by, anong
ot her things: (a) establishing a noney-laundering schene by
whi ch the co-conspirators facilitated the snuggling schene and
concealed and remtted to the RIR DEFENDANTS t he proceeds of the
smuggl i ng schene; (b) conpelling the snugglers to sell snuggled
cigarettes at a price set by the Defendants; (c) requiring the
smuggl ers to keep detailed records of sal es of contraband
cigarettes; (d) instructing the snugglers to distribute
particul ar brands of cigarettes in specified markets; (e)
providing information to the snugglers to allow themto avoid
detection and apprehension; (f) investing and using the proceeds
of the snuggling schene in the enterprise; (g) creating
i ncentives for increased sales on the “black market;” (h)
selling and distributing vast quantities of cigarettes at
favorable prices; and (i) giving credit terns to the snugglers

that all owed the RIR DEFENDANTS to control the snuggling schene.

It was the policy and practice of RIR that if the snugglers
failed to foll ow the RIR DEFENDANTS specific orders, the RIR

DEFENDANTS woul d have shut off the supply of favorably priced
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cigarettes to the snugglers, and cut off the |ifeblood of the
smuggl i ng schene.

132. As a direct and proximte result of the
violations set forth above, the Plaintiff, THE EUROPEAN
COVWUNI TY, has been injured in its business and property as set
forth nore fully above in paragraphs thirty-nine (39) through
forty (40). The Defendants’ violations of 18 U S.C. 8 1962(c)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonable attorneys’ fees.

COUNT XI V

(AS TO THE RJR DEFENDANTS)
(RICO 18 U.S.C. § 1962(d))

133. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred thirty-two (132) and further alleges:

134. The RIR DEFENDANTS entered into an agreenment with
each other and with distributors, shippers, currency deal ers,
and snugglers to join in the conspiracy to violate 18 U S.C. 88
1962(a), 1962(b), and 1962(c). Each Defendant entered into an
agreenent to join the conspiracy, and took acts in the
furtherance of the conspiracy and knowi ngly participated in the

conspiracy. The purpose of the conspiracy was to smuggle
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cigarettes into THE EUROPEAN COMMUNI TY to the econoni c detri nent
of Plaintiff and to the econom c benefit of the RIR DEFENDANTS.
The conspirators carried out the schene and each conspirator was
put on notice of the general nature of the conspiracy, that the
conspi racy extended beyond the individual role of any single
menber, and that the conspiratorial venture functioned as a
continuing unit for a common purpose. The RIR DEFENDANTS
adopted the goal of furthering and facilitating the crim nal
endeavor. Their stake in the snuggling venture was in making
profits and increasing market share which they knew coul d cone
only fromtheir inforned and interested cooperation with
snmuggl ers, and their active assistance, stinulation, and
instigation of the snuggling activities.

135. The RIJR DEFENDANTS, together with each nenber of
t he conspiracy, agreed and conspired to violate: (1) 18 U S.C. 8§
1962(a) by using, or causing the use of, inconme they derived
from the above-described pattern of racketeering activities in
t he acquisition, establishment, and/or operation of the
enterprise, the activities of which affect interstate or foreign
commerce; (2) 18 U.S.C. § 1962(b) by acquiring or maintaining,
or causing the acquisition or maintenance of, through a pattern
of racketeering activity, an interest or control in the
enterprise, the activities of which affect interstate or foreign

commerce; and, 18 U . S.C. 8§ 1962(c) by participating, directly
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and indirectly, in the conduct of the affairs of the enterprise
through a pattern of racketeering activity, including an
agreenent that the conspirators, or one of them would commt or
cause the conm ssion of two or nore racketeering acts
constituting such a pattern

136. The RIJR DEFENDANTS participated in and cooperated
with each other and with their co-conspirators in the
af orement i oned conspiracy that enabl ed each cigarette
manuf acturer and distributor to enhance its market share,
suppress its conpetition, and pronote sale of its products.

137. As a part of their conspiracy, the RIR DEFENDANTS
retai ned various |obbyists, funded “research,” and conducted a
joint public-relations canpaign so as to msstate the nature and
scope of cigarette snmuggling and so as to pronote their own
i nterests.

138. The RIJR DEFENDANTS actively participated in the
conspiracy to snuggle cigarettes and to generate fal se and
m sl eadi ng i nformati on concerning snuggling activities.

139. As a result of the conspiracy, the RIR DEFENDANTS
and their co-conspirators were able to facilitate the snuggling
of large volunmes of cigarettes into THE EUROPEAN COVMUNI TY.

140. The nenbership of the conspiracy in question
i ncl uded the RIJIR DEFENDANTS and tobacco distributors, the

shi ppers, the snugglers, currency brokers, and the RIR
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DEFENDANTS subsidiary corporations; who act in concert to
produce the cigarettes, mslabel or fail to properly |abel the
cigarettes, snmuggle and sell the cigarettes, and arrange for
paynment in a way that is undetectable by governnental
authorities, with said paynent ultimately being returned to the
Def endants in the United States. As co-conspirators, the RIR
DEFENDANTS are |liable for all of the actions commtted by all of
the co-conspirators within the conspiracy and are |iable for al
of the damages sustai ned by THE EUROPEAN COMMUNI TY that were
caused by any nenbers of the conspiracy, regardl ess of whether
t he RJIR DEFENDANTS were thenselves directly involved in a
particul ar aspect of the enterprise.

141. As a direct and proximate result of the
viol ations set forth above, the Plaintiff, THE EUROPEAN
COMVUNI TY, has been injured in its business and property as set
forth nore fully above in paragraphs thirty-nine (39) through
forty (40). The Defendants’ violations of 18 U S.C. 8§ 1962(d)
caused these | osses. Under the provisions of 18 U S.C. §
1964(c), the Plaintiff is entitled to bring this action and
recover herein treble damages, the cost of bringing the suit,

pre-judgnent interest, and reasonable attorneys’ fees.
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COUNT XV
(AS TO THE RIR DEFENDANTS)
(RICO, 18 U.S.C. §§ 1964(a), 1964(c), 28 U.S.C. § 1651(a))

142. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred forty-one (141) and further all eges:

143. The United States District Court is enpowered to
prevent and restrain violations of 18 U S. C. § 1962 by issuing
appropriate orders, including, but not Iimted to: ordering any
person to divest hinmself or herself of any interest, direct or
indirect, in any enterprise; inmposing reasonable restrictions on
the future activities or investnents of any person, including,
but not limted to, prohibiting any person fromengaging in the
sanme type of endeavor in which the enterprise engaged, the
activities of which affect interstate or foreign commerce; or
ordering dissolution or reorgani zation of any enterprise, making
due provision for the rights of innocent persons. 18 U S.C 8§
1964(a) .

144. The RIR DEFENDANTS are currently actively engaged
in the activities set forth within this conplaint that pronote
and support the snuggling of contraband cigarettes into THE
EUROPEAN COMVUNI TY.

145. The Defendants intend to continue said activities
and to interfere with investigations being done by governnent al

officials into snmuggling activities.
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146. The Defendants, by their conduct of selling
cigarettes to smugglers, creating fal se and m sl eadi ng
docunents, inproperly labeling shipnents of cigarettes, and
setting forth nmechani sms of paynment by which snmuggl ers may pay
for the cigarettes w thout being detected by governnent
investigations all continue to exacerbate the probl em of
cigarette smuggling in THE EUROPEAN COVWUNI TY and to danage the
Plaintiff.

147. As a result of the Defendants’ conduct in
violation of 18 U S.C. 88 1962(a), 1962(b), and 1962(c), THE
EUROPEAN COMMUNI TY has been and continues to be irreparably
injured as is alleged nore fully above.

148. As a result of the nature of the smuggling
activities, it would be functionally inpossible for THE EUROPEAN
COMVUNI TY to put a conplete halt to said snuggling activities as
| ong as the Defendants continue to provide support for the
snmugglers. In addition, THE EUROPEAN COVMUNI TY conti nues to
suffer injury to business and property to an extraordinary
degr ee.

149. Money damages will not provide a full and
conpl ete renmedy for Defendants’ unlawful conduct. There is no
adequate renedy at law that wll protect the Plaintiff in the
future fromthese snmuggling activities if the Defendants do not

cease their involvenent in and support of snuggling activities.
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Pursuant to 18 U.S.C. 88 1964(a), 1964(c), as well as 28 U S.C
§ 1651(a), Plaintiff demands full RICO Injunctive and Equitable

Rel i ef .

COUNT XVI
(AS TO THE RIR DEFENDANTS)
( COWON LAW FRAUD)

150. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred forty-nine (149) and further all eges:

151. The RIJR DEFENDANTS and their co-conspirators
intentionally falsified docunents, falsified shipping records,
and generated false and m sleading billing records concerning
t he paynent for snuggled cigarettes so as to m slead the
Plaintiff, THE EUROPEAN COVMUNI TY, and |egal authorities in the
Menber States as to the destination of snuggled cigarettes. The
RJR DEFENDANTS and their co-conspirators made t hese fal se and
mat eri al statenents and representations and failed to disclose
material information in such docunments and records with intent
to defraud the Plaintiff. The Defendants nade these materi al
m srepresentations and om ssions with the know edge and
intention that the Plaintiff, THE EUROPEAN COVMUNI TY, would rely
on said docunents. The RJR DEFENDANTS entered into an
under st andi ng or agreenent, express or tacit, with their

distributors, custoners, agents, consultants, and other co-
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conspirators, to participate in a comon schene, plan or design
to commt the aforesaid tortious acts and thereby snuggl e
contraband cigarettes into THE EUROPEAN COMMUNI TY. | n pursuance
of the agreenent, RIR and its distributors, custoners, agents,
consul tants, and other co-conspirators acted tortiously by,
anong other things, commtting the aforesaid acts constituting
fraud, thereby causing harmto Plaintiff. The RIJR DEFENDANTS,

t hrough joint action with their co-conspirators, acted
tortiously, recklessly, unlawfully, and negligently, to the
detriment of Plaintiff. By means of the aforesaid concerted
action, the RIR DEFENDANTS and their co-conspirators are jointly
and severally liable for the torts and ot her wongful conduct

al | eged herein.

152. Plaintiff reasonably relied upon the Defendants’
m srepresentations, and incurred damage as a result of such
reliance. Specific exanples of the process by which these
activities occurred are set forth above.

153. The Plaintiff, THE EUROPEAN COVMUNI TY, reasonably
relied upon said docunents as part of their nonitoring of the
shi pnent of cigarettes into THE EUROPEAN COVMUNI TY.

154. Furthernore, the RIJR DEFENDANTS know ngly and
intentionally generated fal se, m sleading and nmateri al
information, and intentionally conceal ed other materi al

i nformati on, concerning the nature of snuggling in THE EUROPEAN
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COMMUNI TY, the extent of snuggling in THE EUROPEAN COMMUNI TY,
and the causes of smuggling in THE EURCPEAN COVMUNI TY with the
know edge and intention that the Plaintiff, THE EUROPEAN
COVMUNI TY, would rely upon said information.

155. The Plaintiff, THE EUROPEAN COVMUNI TY, did
reasonably rely upon data and information provided to it by the
Def endants and/or their co-conspirators and agents in acting or
refraining fromacting with respect to snmuggling activities.

156. The RIJR DEFENDANTS, in falsifying docunents to
expedite the smuggling of cigarettes, providing msleading
i nformati on concerning the snuggling of cigarettes, and
concealing material and true information, acted in willful,
want on, gross, and callous disregard for the rights of the
Plaintiff, THE EUROPEAN COVUNI TY. The aforesaid actions were
knowi ngly taken for the purpose of supporting the activities of
t he Def endants’ co-conspirators and with the intent of
increasing the profits and sal es of the Defendants and harm ng
THE EUROPEAN COMVUNI TY.

157. Defendants were duty-bound to disclose the
material information concerning the destination of tobacco
shi pnments and their operations that had been conceal ed. By |aw,
no person nmay nmake fal se statenents to the governnent. Having
undertaken to nake representations to THE EUROPEAN COVMUNI TY,

Def endants were obligated to provide full, conplete, and
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truthful information concerning the destination of tobacco

shi pnments and their operations. Defendants had superior, if not
excl usi ve, know edge of such information, and it was not readily
available to the Plaintiff. Defendants intended and knew, or
shoul d have known, that Plaintiff would reasonably rely, act,
and refrain fromacting, on the basis of false and/or inconplete
information provided to Plaintiff by Defendants, and Plaintiff
did so to its detrinment. Under these circunstances, Defendants’
conduct amounts to fraudul ent m srepresentati on and fraudul ent
conceal ment, and an effective conversion of Plaintiff's noney
and property.

158. As a direct and proximte result of the RIR
DEFENDANTS fraud and the Plaintiff's reliance upon said fraud,
the Plaintiff has suffered econom c damages as are set forth
nore fully above in paragraphs thirty-nine (39) through forty
(40). The Plaintiff demands judgnent for danages, both
conpensatory and punitive, as well as full Common Law I njunctive

and Equitable Relief.

COUNT XVI |

(AS TO THE RIJR DEFENDANTS)
( PUBLI C NUI SANCE)

159. Plaintiff restates and real |l eges paragraphs one

(1) through one hundred fifty-eight (158) and further all eges:
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160. Plaintiff is a government authority.

161. Smuggling of contraband cigarettes is a violation
of law and a public nui sance.

162. The snuggling activities in the United States and
THE EURCPEAN COVMUNI TY of the RIJR DEFENDANTS have substantially
and unreasonably interfered with, offended, injured and
endangered, and continue to interfere with, offend, injure and
endanger, the public health, norals, and well -being of the
general public and the market for tobacco products in THE
EUROPEAN COMMUNI TY.

163. The smuggling activities in the United States and
THE EUROPEAN COVMUNI TY of the RIR DEFENDANTS have been, and
continue to be, effectuated through w despread crim nal
activity, including mail fraud, wire fraud, noney | aundering,
smuggl i ng, and other illegal acts.

164. The RIR DEFENDANTS facilitated the snuggling of
contraband cigarettes into THE EUROPEAN COVWUNI TY by neans of a
variety of acts and omi ssions conducted in or directed fromthe
United States, including the follow ng: (a) The RIR DEFENDANTS
arranged a process by which cigarettes purchased by snugglers
could be paid for by secret paynents into Swi ss corporations
and/ or Swi ss bank accounts so as to conceal revenues derived
fromsnuggling activities. (b) The RIJIR DEFENDANTS provi ded

specific marketing informati on to snugglers, including which
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products were in demand and the volume of cigarettes that was
needed to neet the specific demands of the snugglers’ clients.
(c) The RIR DEFENDANTS required the snmugglers to keep | ogs of
their | oads, to keep track of where the | oads were delivered,
and the price for which the cigarettes were sold. This all owed

t he RIJIR DEFENDANTS to maintain direct, hands-on control of the
entire snuggling process. The RIJR DEFENDANTS t hr eat ened

smuggl ers that if they did not keep proper records of their
smuggling activities, the RIR DEFENDANTS would cut off their
supply and deal with other smuggling custonmers. (d) The RIR
DEFENDANTS failed to supervise the distribution of their tobacco
products to assure that such products were not sold illegally.
(e) The RIR DEFENDANTS failed to act reasonably when they were
put on notice of their involvenment with srmugglers. (f) The RIR
DEFENDANTS entered i nto an understandi ng or agreenent, express
or tacit, with their distributors, custoners, agents,

consul tants, and other co-conspirators, to participate in a
common schene, plan or design to commit the aforesaid tortious
acts and thereby smuggl e contraband cigarettes into THE EUROPEAN
COMUNI TY. In pursuance of the agreenent, RIR and its

di stributors, custoners, agents, consultants, and other co-
conspirators acted tortiously by, anong other things, conmtting
the aforesaid acts constituting public nuisance, thereby causing

harmto Plaintiff. The RIR DEFENDANTS, through joint action
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with their co-conspirators, acted tortiously, recklessly,
unlawful Iy, and negligently, to the detrinment of Plaintiff. By
means of the aforesaid concerted action, the RIJIR DEFENDANTS and
their co-conspirators are jointly and severally liable for the
torts and ot her wongful conduct alleged herein.

165. Through these and other intentional and negligent
acts and om ssions, the RIJR DEFENDANTS have substantially and
unreasonably of fended, interfered with, and caused danage to the
public in the exercise of rights cormmon to all, in a manner such
as to (a) offend public norals, (b) interfere with use by the
public of a public place, (c) endanger and injure the property,
life, health, safety, and confort of a considerable nunber of
persons; and (d) injure and interfere with the market for
t obacco products in THE EUROCPEAN COVMUNI TY. The acts and
om ssions of the RJR DEFENDANTS constitute a public nuisance.
This public nuisance, or sone part of it, continues unabated to
the detrinment of Plaintiff's economc interests.

166. The RIR DEFENDANTS knew, or reasonably shoul d
have known, that their acts and omi ssions relating to snuggling
of tobacco products created great dangers to the community,
including Plaintiff's economc interests.

167. The RJR DEFENDANTS have acted maliciously,
wantonly, and with a reckl essness that bespeaks an i nproper

nmotive and vindictiveness, and have engaged i n outrageous and
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oppressive conduct and with a reckless or wanton di sregard of
safety and rights. Their conduct anmounts to a fraud on the
public.

168. As a direct and proximate result of the acts
and/ or om ssions of the RIR DEFENDANTS, which constitute a
publ i ¢ nui sance, Plaintiff has sustained and continues to
sustain economc injury as set forth nore fully in paragraphs
thirty-nine (39) and forty (40).

169. By reason of the injury to its economc interests
due to the public nuisance, as set forth in the preceding
paragraphs to this conplaint, Plaintiff is entitled to an award
of dammges, including actual, conpensatory, and punitive
damages. In addition, danmages do not constitute a full and
adequate renedy at law, and for this reason, Plaintiff is
entitled to full Comon Law Injunctive and Equitable Relief,

i ncl uding a judgment permanently enjoini ng Defendants fromthe
continuation of activities constituting a public nuisance, and
conpel ling Defendants to take steps to abate and prevent the

smuggl i ng of tobacco products.
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COUNT XVI | |
(AS TO THE RIR DEFENDANTS)
(UNJUST ENRI CHVENT)

170. Plaintiff restates and reall eges paragraphs one
(1) through one hundred sixty-nine (169) and further all eges:

171. The RIR DEFENDANTS were unjustly enriched at
Plaintiff's expense. The acts and om ssions of these Defendants
and ot hers have placed in the possession of these Defendants
nmoney under such circunstances that in equity and good
consci ence they ought not to retainit.

172. The RIR DEFENDANTS were unjustly enriched through
their srmuggling schene. The RJR DEFENDANTS entered into an
under st andi ng or agreenent, express or tacit, with their
di stributors, custoners, agents, consultants, and other co-
conspirators, to participate in a comon schene, plan or design
to commt the aforesaid tortious acts and thereby smuggle
contraband cigarettes into THE EUROPEAN COVWUNI TY. I n pursuance
of the agreenent, RIJR and its distributors, custoners, agents,
consul tants, and other co-conspirators acted tortiously by,
anong ot her things, commtting the aforesaid acts constituting
unjust enrichnment, thereby causing harmto Plaintiff. The RIR
DEFENDANTS, through joint action with their co-conspirators,
acted tortiously, recklessly, unlawfully, and negligently, to

the detrinment of Plaintiff. By neans of the aforesaid
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concerted action, the RIR DEFENDANTS and their co-conspirators
are jointly and severally liable for the torts and ot her
wrongf ul conduct all eged herein.

173. By reason of their smuggling schene, and the
illicit avoi dance of paynent of duties and taxes, the RIR
DEFENDANTS were enabled to sell their product at | ower cost, and
illegally enhance profits, market share, and the sales price of
their international tobacco operations.

174. The unjust enrichment of the RIJR DEFENDANTS was
acconpl i shed at the expense of Plaintiff. By reason of the
smuggl ing schene, Plaintiff was, and continues to be, deprived
of duties and taxes, and Defendants reaped vast profits and
proceeds fromtheir illegal schene.

175. Under these circunstances, the receipt and
retention of the noney derived from snuggling operations are
such that, as between Plaintiff and Defendants, it is unjust for
Def endants to retain it.

176. Equity and good conscience require the RIR
DEFENDANTS to pay damages and restitution to Plaintiff, disgorge
their ill-gotten gains and, to effectuate these renedies, a
constructive trust and equitable lien should be inposed by this
Court upon the proceeds obtai ned by Defendants by reason of
smuggl ing activities, which proceeds are rightly owned by and

belong to Plaintiff. Plaintiff has suffered damages as set
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forth nore fully in paragraphs thirty-nine (39) and forty (40),
and is entitled to recover actual, conpensatory, and punitive
damages. Judgnent in Plaintiff's favor should include ful

Common Law I njunctive and Equitable Relief.

COUNT XI X

(AS TO THE RJR DEFENDANTS)
( NEGLI GENCE)

177. Plaintiff restates and real | eges paragraphs one
(1) through one hundred seventy-six (176) and further all eges:

178. Defendants owed, and continue to owe, a duty of
reasonabl e care to refrain fromcausing foreseeable |loss to the
Plaintiff. Defendants were and are obligated to avoid
negligently causing harmto Plaintiff and were and are duty-
bound to:

a. produce, market, and distribute their cigarette
products lawfully and with due care;

b. use proper practices and procedures in the
hiring, selection, approval, instruction, training, supervision,
and di sci pline of enployees and agents engaged in the
production, marketing, and distribution of their products, sone

of whom t he Defendants knew, or reasonably should have known,
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wer e assi sting and ot herwi se engaged in the smuggling of
cigarettes;

C. design, inplenment, and utilize effective
nmoni tori ng and oversi ght procedures, including appropriate
conpliance prograns, to deter and detect snuggling-rel ated
activities by their enployees and agents;

d. i nvestigate and term nate the snuggling-rel ated
conduct of their enployees and agents, particularly inasnuch as
t heir managerial personnel w th decision-making authority were
put on reasonable notice of such illicit conduct;

e. deal with the Plaintiff, and its representatives,
in an honest, good faith, and forthright manner;

f. term nate sales of their tobacco products to or
t hrough persons or entities known to be engaged, directly or
indirectly, in snmuggling; and

g. conply with federal and state statutes and the
standards of care reflected therein.

179. As manufacturers, distributors, and dom nant
participants in the marketplace, Defendants had, and continue to
have, the authority and ability to act reasonably to prevent the
smuggl ing of their products for the protection of Plaintiff.
Reasonabl e steps coul d and shoul d have been taken by the

Def endants to prevent or reduce the risk of their products being
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sold to persons likely to distribute and sell themon the
Eur opean “bl ack market.”

180. Defendants, as manufacturers, distributors, and
dom nant participants in the marketpl ace, have a special ability
and duty to exercise reasonable care to detect and guard agai nst
the risks associated with the distribution of their products,
for the benefit and protection of those foreseeably and
unreasonably placed at risk of harmfromthe distribution of
their products, including Plaintiff.

181. Defendants’ unreasonable acts and om ssions
created and enhanced the risk that their products would be
di stributed on the European “black nmarket” and injure Plaintiff.

182. Defendants' unreasonable acts and om ssions
affirmatively and foreseeably obstructed Plaintiff's abilities
to collect full and proper duties and taxes and otherw se to
protect itself from harns associated wth smuggling.

Def endants, acting with and through their enpl oyees, agents, and
co-conspirators, breached their duty of care, as aforesaid, by
acts and/or om ssions that posed an unreasonabl e and foreseeabl e
risk of harmto Plaintiff. The RIR DEFENDANTS entered into an
under standi ng or agreenent, express or tacit, with their
distributors, custoners, agents, consultants, and other co-
conspirators, to participate in a comon schene, plan or design

to conmt the aforesaid tortious acts and thereby snuggle
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contraband cigarettes into THE EUROPEAN COMMUNI TY. | n pursuance
of the agreenent, RIJR and its distributors, custoners, agents,
consul tants, and other co-conspirators acted tortiously by,
anong other things, commtting the aforesaid acts constituting
negl i gence, thereby causing harmto Plaintiff. The RIR
DEFENDANTS, through joint action with their co-conspirators,
acted tortiously, recklessly, unlawfully, and negligently, to
the detriment of Plaintiff. By neans of the aforesaid concerted
action, the RJIR DEFENDANTS and their co-conspirators are jointly
and severally liable for the torts and ot her wongful conduct

al | eged herein.

183. Defendants' breach proxi mately caused, and
continues to cause, damage to the economc interest of the
Plaintiff, as set forth nore fully in paragraphs thirty-nine
(39) and forty (40).

184. The RIR DEFENDANTS have acted mali ciously,
wantonly, and with a reckl essness that bespeaks an inproper
notive and vindi ctiveness, and have engaged in outrageous and
oppressi ve conduct and with a reckless or wanton di sregard of
safety and rights. Their conduct anmounts to a fraud on the
publi c.

185. By reason of the injury to its economc interests
due to the negligence of the Defendants, as aforesaid, Plaintiff

is entitled to an award of damages, including actual,
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conpensatory, and punitive danages. |In addition, danmages do not
constitute a full and adequate renmedy at law, and for this
reason, Plaintiff is entitled to full Comon Law I njunctive and
Equitable Relief, including a judgnent permanently enjoining

Def endants fromthe continuation of activities constituting
negl i gence, and conpelling Defendants to take steps to abate and
prevent the snuggling of tobacco products in THE EUROPEAN

COMMUNI TY.

COUNT XX

(AS TO THE RIJR DEFENDANTYS)
( NEGLI GENT M SREPRESENTATI ON)

186. Plaintiff restates and real |l eges paragraphs one
(1) through one hundred eighty-five (185) and further all eges:

187. The Defendants owed, and continue to owe, a duty
of reasonable care to refrain fromcausing foreseeable loss to
Plaintiff. Defendants have assuned the special duty to speak
truthfully to governnment officials, and particularly due to
t heir superior know edge of their own conduct, were bound to
speak with due care. Defendants were and are obligated to avoid
negligently causing foreseeable harmto Plaintiff, and were and
are duty-bound to exercise reasonable care to: (a) refrain from

negligently msrepresenting -- through docunents and ot her forns
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of communi cation that the Defendants knew or shoul d have known
woul d be reasonably relied on by Plaintiff -- the paynent for
and/ or value of snuggled cigarettes; the destination of snuggl ed
cigarettes; and the nature, extent, and cause of snuggling

w thin THE EUROPEAN COVMUNI TY; (b) be truthful in their
representations to Plaintiff and its representatives concerning
smuggl i ng and other inproper activities as aforesaid; and (c)
avoid msleading Plaintiff when providing Plaintiff with such

i nformati on as Defendants possess concerning the snuggling of
Def endant s’ products into THE EUROCPEAN COVMUNI TY.

188. Defendants breached their duty to Plaintiff by
negligently nmaking various material m srepresentations and/or
failing to disclose material information to Plaintiff and its
representati ves as aforesaid.

189. The Defendants have acted maliciously, wantonly,
and with a reckl essness that bespeaks an inproper notive and
vi ndi ctiveness and have engaged i n outrageous and oppressive
conduct and with a reckl essness or wanton di sregard of the
Plaintiff’'s interests and rights. Their conduct amobunts to a
fraud on the public.

190. Defendants, acting with and through their
enpl oyees, agents, and co-conspirators, breached their duty of
care, as aforesaid, by acts and/or om ssions that posed an

unreasonabl e ri sk of foreseeable harmto Plaintiff.
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191. Plaintiff reasonably relied on Defendants’
m srepresentations and, as a result, Defendants' breach
proxi mately caused, and continues to cause, danage to the
econom c interest of Plaintiff. The RJIR DEFENDANTS entered into
an understandi ng or agreenent, express or tacit, with their
di stributors, custoners, agents, consultants, and other co-
conspirators, to participate in a conmmon schene, plan or design
to commt the aforesaid tortious acts and thereby smuggle
contraband cigarettes into THE EUROPEAN COMMUNI TY. | n pursuance
of the agreenent, RIJR and its distributors, custoners, agents,
consul tants, and other co-conspirators acted tortiously by,
anong other things, commtting the aforesaid acts constituting
negl i gent m srepresentation, thereby causing harmto Plaintiff.
The RIR DEFENDANTS, through joint action with their co-
conspirators, acted tortiously, recklessly, unlawfully, and
negligently, to the detrinment of Plaintiff. By neans of the
aforesaid concerted action, the RIR DEFENDANTS and their co-
conspirators are jointly and severally liable for the torts and
ot her wrongful conduct alleged herein.

192. By reason of the injury to its economc
interests due to the negligence, malice and reckl essness of the
Def endants, as set forth nore fully in paragraphs thirty-nine
(39) and forty (40), and Plaintiff is entitled to an award of

damages, including actual, conpensatory, and punitive damages.
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I n addition, damages do not constitute a full and adequate
remedy at law, and for this reason, Plaintiff is entitled to
full Common Law I njunctive and Equitable Relief, including a

j udgnment permanently enjoining Defendants fromthe continuation

of activities constituting negligence.

DEMAND FOR JUDGVENT

VWHEREFORE, the Plaintiff demands judgnent in its
favor and agai nst Defendants as foll ows:

a. Pursuant to COUNT |, danmages, including interest,
agai nst the PHI LI P MORRI S DEFENDANTS, jointly and severally, the
preci se anount to be supplied to the Court upon a trial on the
nmerits; treble the actual damages pursuant to 18 U.S.C. §
1964(c), along with an award of the costs of the suit and a
reasonabl e attorney’s fee.

b. Pursuant to COUNT 11, damages, including
interest, against the PH LI P MORRI S DEFENDANTS, jointly and
severally, the precise anmount to be supplied to the Court upon a
trial of the nerits; treble the actual damages pursuant to 18
U S C 8 1964(c), along wth an award of the costs of the suit
and a reasonable attorney’s fee.

cC. Pursuant to COUNT I11, damages, i ncluding

interest, against the PH LIP MORRI S DEFENDANTS, jointly and
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severally, the precise anmount to be supplied to the Court upon a
trial of the nmerits; treble the actual danages pursuant to 18
US C 8§ 1964(c), along with an award of the costs of the suit
and a reasonable attorney’s fee.

d. Pursuant to COUNT |V, damages, i ncluding
interest, against the PH LI P MORRI S DEFENDANTS, jointly and
severally, the precise anount to be supplied to the Court upon a
trial of the nerits; treble the actual damages pursuant to 18
US C 8§ 1964(c), along with an award of the costs of the suit
and a reasonable attorney’s fee.

e. Pursuant to COUNT V, RICO Injunctive and
Equi t abl e Relief against the PH LIP MORRI S DEFENDANTS, jointly
and severally, along wwth an award of the costs of the suit and
a reasonable attorney’ s fee.

f. Pursuant to COUNT VI, against the PH LIP MORRI S
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive damages, with interest, the precise anpbunt to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’ s fee.

g. Pursuant to COUNT VII, against the PHLIP MORRI S
DEFENDANTS, jointly and severally, an award of conpensatory and
punitive danages, with interest, the precise anount to be

supplied to the Court upon a trial of the nmerits; Conmon Law
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I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

h. Pursuant to COUNT VIII, against the PH LIP MORRI S
DEFENDANTS, jointly and severally, an award of conpensatory and
punitive damages, with interest, the precise anount to be
supplied to the Court upon a trial of the nerits; Common Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

i Pursuant to COUNT I X, against the PH LIP MORRI S
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive damages, with interest, the precise anount to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

J - Pursuant to COUNT X, against the PH LIP MORRI S
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive damages, with interest, the precise anpbunt to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney's fee.

k. Pursuant to COUNT X, damages, including
i nterest, against the RIR DEFENDANTS, jointly and severally, the
preci se anount to be supplied to the Court upon a trial on the

merits; treble the actual damages pursuant to 18 U S.C. §
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1964(c), along with an award of the costs of the suit and a
reasonabl e attorney’s fee.

| . Pursuant to COUNT Xl 1, damages, i ncluding
i nterest, against the RIR DEFENDANTS, jointly and severally, the
preci se anount to be supplied to the Court upon a trial on the
nmerits; treble the actual damages pursuant to 18 U.S.C. §
1964(c), along with an award of the costs of the suit and a
reasonabl e attorney’s fee.

m Pursuant to COUNT Xl 11, damages, including
i nterest, against the RIR DEFENDANTS, jointly and severally, the
preci se anount to be supplied to the Court upon a trial on the
nmerits; treble the actual damages pursuant to 18 U.S.C. §
1964(c), along with an award of the costs of the suit and a
reasonabl e attorney’s fee.

n. Pursuant to COUNT XV, damages, i ncluding
interest, against the RIR DEFENDANTS, jointly and severally, the
preci se anount to be supplied to the Court upon a trial on the
nerits; treble the actual damages pursuant to 18 U.S.C. §
1964(c), along with an award of the costs of the suit and a
reasonabl e attorney’ s fee.

0. Pursuant to COUNT XV, RICO Injunctive and
Equi tabl e Relief against the RJR DEFENDANTS, jointly and
severally, along with an award of the costs of the suit and a

reasonabl e attorney’ s fee.
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p. Pursuant to COUNT XVI, against the RIR
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive danages, with interest, the precise anobunt to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

g. Pursuant to COUNT XVII, against the RIR
DEFENDANTS, jointly and severally, an award of conpensatory and
punitive damages, with interest, the precise anmount to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

r. Pursuant to COUNT XVII1, against the RIR
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive damages, with interest, the precise anpbunt to be
supplied to the Court upon a trial of the nerits; Comon Law
I njunctive and Equitable Relief; and the costs of the suit and a
reasonabl e attorney’s fee.

S. Pursuant to COUNT Xl X, against the RIR
DEFENDANTS, jointly and severally, an award of conpensatory and
puni tive damages, with interest, the precise anobunt to be
supplied to the Court upon a trial of the nerits; Commobn Law
I njunctive and Equitable Relief; and the costs of the suit and a

reasonabl e attorney’ s fee.
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t. Pursuant to COUNT XX, against the RIJR DEFENDANTS,
jointly and severally, an award of conpensatory and punitive
damages, with interest, the precise anount to be supplied to the
Court upon a trial of the nerits; Common Law I njunctive and
Equitable Relief; and the costs of the suit and a reasonabl e
attorney's fee.

u. Such other and simlar relief as the Court deens
just, proper, and equitable; and trial by jury as to all issues

triable as of right by jury.

Dat ed: New Yor k, New York
Novenber 3, 2000
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